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Copyright 1941, Royal Typewriter Company, Ine, 


Your secretarys debt to Singapore 


F THERE WERE NO SINGAPORE, the Royal 

would not be the typewriter it is today. 

For they have a very special brand of heat and 
humidity down there, about which the best that can be 
said is—it’s distinctive. As for the effect on typewrit- 
ers—it’s downright vicious! Machines that operated 
perfectly everywhere else would clog and bind in 
Singapore. Bearings would puff up in that city of 
tropical romance. Rust-resisting finishes would break 
out in a highly suspicious rash. 

As a result of our Singapore experiences, the Royal 


OVAL 


Nil Nef 


YPEWRITER 


you get today has non-corrosive hand levers through- 
out. It contains a new kind of bearing that isn’t af- 
fected by heat or humidity. Its inner parts are coated 
with a special rust-repelling oil. 

Why, you may ask, have we gone to all this trouble 
to correct a condition that exists only in Singapore? 
It’s because these improvements give you more type- 
writer for your money, greater ease of operation, 
longer life. And offer one more reason why the Royal 
is known today as the World’s Number 1 Typewriter. 














as oh naan wi e So 


SHORT HANDED ? 
oF L L O N These days, trained help gets scarcer and 


work is still more pressing—yet good 
management needs and demands more 


complete data, quicker. What to do? 


M i RACLE M ETHODS ! Thousands have found the answer in 


Ditto methods. 


With Ditto in charge of your account- 
ing, payroll, production, billing, ship- 
ping, purchasing and inventory routines, 

BE PREPARED! NOTHING EVER IS RE-WRITTEN. 


: 1 . ° 
Be informed! Send for stud- Human and machine error are impos- 
ies, forms and manual of 


methods in actual use, prov- sible. The wanted data is complete. The 
ing Ditto’s speed and econ- : ' 
omy!... DITTO, Inc., 622 S. routines go through, as a rule, in half the 


OakleyBlvd.,Chicago,U.S.A. r : s 
time.... And that’s the answer to today’s 


needs!...Get the answer! Mail the coupon 





now—while you're thinking about it. 


SMM NM 
DITTO, Inc. 
622 S. Oakley Blvd., Chicago 
Gentlemen: Without obligation please send me: 
( ) New Ditto Machine Data 
( ) “Copies —Their Place in Business” 
( ) “A New Trend in Accounting—Order-Billing” 
( ) Arrange a Ditto demonstration for me 


GELATIN AND LIQUID 
MACHINES —Because 
Ditto leads, Ditto offers most 


advanced types of both gela- 
tin and liquid duplicators. 


MEG INGE. 6.60 o cee ccccvcarccecescetedegeocdhdsctecudansedeaas e 
Company 


Address. . 
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A shortage of TRAINED ACCOUNTANTS 
in your department o 
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Some accounting and auditing de- Educational Organization 
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partments already are shorthanded EXECUTIVE EDUCATIONAL FACULTY 
COMMITTEE seelpE bry GP 


due to (1) added work and (2) 
conscription of key men. 


W: are prepared to do a rapid 
job of training the more promising 
newcomers you have recently hired. That’s 
one big advantage of the I.A.S. method. 
It can be geared to the pace of those who 
want results without delay. 

We have no quarrel with the universi- 
ties and colleges. Nor, as far as we know, 
have they with us. Many classroom teachers 
recognize that accounting is not learned 
by ear—rather it is learned through the 
point of a pencil — and, other things being 
equal, it makes little difference whether a 
student ands his written work to the in- 
structor or mails it. 

When there is a definite need for speed 
in the learning process, the remarkable 
flexibility of I.A.S. training makes it pos- 
sible for the student to select a study pro- 
gram exactly fitted to his individual needs, 
with no waste of time on subjects in which 
he is not interested. 
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Chairman, Board of Directors, Inter- 
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Cornell University ; | Aomleog, om Fa 
American Society of Mechanical En- 
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‘Industrial Economics,’’ and other 
textbooks. 
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STEPHEN GILMAN 
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Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘“‘Accounting Concepts 
of Profit,” “Analyzing Financial State- 
ments,” ‘Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects, 
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We have done a great deal of training work in co-operation with big organizations. De- 


scriptive literature will be sent, without cost or obligation, for distribution to those in your 


organization who would like information regarding I.A.S. training for beginners or for expe- 


rienced accountants. A letter to the address below will bring you full information. 
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3411 South Michigan Avenue, Chicago, Illinois 
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What Controllers Will Talk About § 
in Their Tenth Annual Meeting: 


“AFTER THE WAR, WHAT?” 

“TODAY’S ECONOMIC PROBLEMS” 

“FUTURE TRENDS IN ACCOUNTING” 

“USE OF CONTROLLERS’ MANUALS” 

“TREATMENT OF BOND DISCOUNTS” 

“WORK OF MEDIATION BOARD” 

“CONTROLLER’S CONTACT WITH DEFENSE 
PROGRAM” 


“FEDERAL AND STATE RELATIONSHIPS IN 
SOCIAL SECURITY” 

“EXPERIENCE RATING” 

“WHAT WAGE-HOUR ACT HAS DONE” 

“NNON-DEFENSE EXPENDITURES” 

“TAX BURDEN UNDER NEW ACT” 

“WHAT CANADA PAYS IN TAXES” 

“STATE TAX PROBLEMS” 


Taxes and Defense Problems of Business 


are the two principal topics uppermost in the minds of controllers. They will be covered 
thoroughly in the three days of this TENTH ANNIVERSARY MEETING 


MONDAY, TUESDAY, WEDNESDAY, SEPTEMBER 29, 30, AND OCTOBER 1, 1941 
Waldorf-Astoria Hotel, New York City 


Some of the Men Who Will Be Heard on This Program: 


ELLSWORTH C. ALVORD, Attorney, Tax Specialist, 
Washington, D. C. 

CYRUS S. CHING, Member National Defense Mediation 
Board, Director Industrial and Public Relations, United 
States Rubber Company. 

J. F. GIBSON, Chief Corporation Assessor, Income Tax 
Division, Department of National Revenue, Canada. 


HENRY F. LONG, Commissioner of Corporations and 
Taxation, Commonwealth of Massachusetts. 


GEORGE O. MAY, Price Waterhouse & Company, Vice- 
Chairman, Committee on Accounting Procedure, Ameri- 
can Institute of Accountants. 

DOUGLAS MILLER, Author of “You Can’t Do Business 
with Hitler.” 

BRADFORD SMITH, Business Analyst, United States 
Steel Corporation. 

DR. HENRY M. WRISTON, President, Brown Univer- 
sity, Author of ‘Prepare for Peace,’ Chairman, Citizens’ 
Emergency Committee on Non-Defense Expenditures. 
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In addition, many members of The Institute will lead discussions in 
Group Conferences, and participate in programs of General Sessions. 


Controllers can take back to their managements, from these sessions, much that will be of 


practical value. The time invested in attending will be repaid many times over. 
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Detailed Program by Mid-September ; 

Send for a copy, and reservation blank = 

*® 

) 

CONTROLLERS INSTITUTE OF AMERICA : 

* 

One East Forty-second Street New York City : 

: 
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Lditortal Comment 


Controllers, Too, Have Anniversaries 

ONTROLLERS and their organization, The 

Controllers Institute of America, are now hav- 
ing anniversaries, just like other callings of longer 
standing. The Tenth Anniversary of The Institute 
is at hand, and will be observed suitably during the 
annual meeting of the organization which will take 
place on the last two days of September and on 
October 1. When the Fifth Anniversary of The In- 
stitute was observed the organization numbered 666 
members. Today there are 1,585 controllers in The 
Institute, representing the principal business con- 
cerns of the nation; and during the coming annual 
meeting the number will pass 1,600. 

The progress of The Institute, both numerically 
and in accomplishments, has been spectacular, espe- 
cially during the past five years, in spite of the fact 
that the officers and members of The Institute decry 
activities of a showy character, and lean definitely 
toward conservatism in planning the work of the 
organization. 

That applies also to the building of membership. 
The standards of eligibility are high, with the result 
that only men of controllership grade are admitted. 
It is in that exclusiveness that a great deal of the 
strength of the organization lies. It is largely be- 
cause of that exclusiveness and because of the high 
grade of the technical work done by the organiza- 
tion that The Institute has been accorded its present 
high standing before governmental bodies and of- 
ficers, and in the eyes of business managements; and 
is held in such esteem in business, financial, and 
economic circles. 

Some comments on the progress and standing of 
The Institute are presented in this issue, which re- 
flect the high regard of its members for the organ- 
ization. 


Controllers’ Manuals 

| ime many controllers employ manuals, in super- 
vising and directing the work of their depart- 

ments? How extensive and detailed are the manuals 

which are used? A committee of The Controllers 
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Institute of America has been working for two years 
to obtain the answers to those questions, and the re- 
sults of their inquiries have just been made public, 
in the form of a 72-page booklet. This is a report of 
The Institute’s Committee on Technical Information 
and Research, of which Mr. R. S. Holden, of Chi- 
cago, is chairman. 

It is believed that this is the first comprehensive 
study that has been made of the use of controllers’ 
manuals of instruction. It should be noted that the 
manuals to which reference is made are not account- 
ing manuals alone. They are manuals designed to 
lay out procedures to be followed by subordinates, 
under the controller's direction, in handling the 
many other functions of controllers. 

The report just published covers the practices 
with respect to manuals which are followed by con- 
trollers in 43 industries. Case examples from several 
are quoted in considerable detail. Included in the re- 
port is an examination of the types of manuals in 
use today, the extent of their usage, classification of 
accounts, treatment of forms, size of company as it 
affects the need for and form of manuals, the differ- 
ent types of manuals required for branch office, plant, 
and general office use, and the role that the individual 
plays in an organization run on a manuals basis. 

Members of the committee submit valuable com- 
ments on the use of manuals in their own com- 
panies, and a statistical investigation of the Los 
Angeles Control into the use, purposes and form of 
manuals among its members rounds out the report. 

The conclusions of the committee are that it has 
not been possible to say that a predominating point 
of view exists with respect to the use of manuals, 
that usage is substantially identical, that certain 
aspects of manuals are well established, that there is 
agreement on the need for manuals, that there is no 
difference of opinion as to the results which manuals 
will produce, or that the opinions expressed con- 
cerning manuals fall into groups which can be read- 
ily and logically classified. 

In summarizing the information developed by this 
inquiry the report states that it is a fallacy to assume 
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“that written instructions can be prepared in detail 
so complete and in form so perfect as to justify ma- 
jor reliance thereon for the accurate carrying out of 
all routines, methods, and procedures. Whatever 
form manuals may take, however brief or however 
detailed they may be, they can serve no other prac- 
tical purpose than that of guidance and reference. 
The quality of the results and the degree of prompt- 
ness with which results are produced will always de- 
pend largely upon the ability of the employes and 
their supervisors, including the controller himself.” 

It is a fact that manuals and their use have been 
given rather cursory consideration by controllers. 
The personality of the controller appears to be 
largely the guiding factor as to whether and to what 
extent written instructions shall guide and control 
the many phases of the controller's work. This re- 
port at least throws light on current thinking in this 
field. The gathering of facts of all kinds, the as- 
sembling of statistics and of miscellaneous informa- 
tion which indicate trends and progress, are func- 
tions that must be performed meticulously and in 
accordance with a fixed schedule. The controller 
must depend on subordinates for accuracy, speed, 
and orderly carrying out of established procedures. 
Instructions as to what to do and how and when to 
do it would seem to constitute the backbone of the 
controller’s reliance on those who are working un- 
der his direction. So manuals, in some form, would 
seem to be a subject of considerable importance to 
controllers. 


Copies of the report in question are being sent to 
members of The Controllers Institute of America as 
a part of The Institute’s service. Non-members of 
The Institute may obtain copies at small cost. 


Washington Calling for Controllers 


ASHINGTON is calling for the services of 

controllers. To date not many have responded, 
for which there is a very good reason, namely, that 
their companies cannot spare them. It is not because 
of lack of patriotism. It seems to be good judgment 
on the part of managements to keep controllers at 
their tasks within their own companies, if produc- 
tion is to be maintained, and increased, rather than 
to release them to Washington for work in the Prior- 
ities Division, or some similar assignment. The mat- 
ter of salaries is not involved. 

The plan which Washington suggests is payment 
of some such salary as $8,000 a year, the company 
which releases the controller being expected to make 
up the difference between that figure and the con- 
troller’s present salary. Companies generally would be 
willing to do that, as a patriotic gesture, but the serv- 
ices of controllers to their own companies are so val- 
uable, and so necessary, that they outweigh as a rule 
any patriotic feelings that managements have. It is, 
after all, for the greatest good of the nation that 
there be no interference with the operations of the 
business concerns such as would inevitably occur if 
the controllers left their desks for Washington. 
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Is Political Banking Cause of Booms 
and Depressions? 


One of the ideas most prevalent in 
the world today is that the well-being 
of the individual can be advanced by 
increasing the power of the central 
government. In Russia, Japan, Ger- 
many and Italy, centralization has 
progressed to the point where all- 
powerful governments control the mili- 
tary, economic, educational and social 
activities of subservient individuals. 

Most of us in this country are 
strongly opposed to such extreme regi- 
mentation, but many of us, perhaps a 
majority, believe that if our own gov- 
ernment had absolute control of money 
and banking, prices, wages, hours of 
toil, division of wealth and social in- 
surance, our income would be larger, 
our hours of labor shorter, and our se- 
curity increased. 

That is a decided departure from the 
pattern laid out by the founders of our 
country, and, fortunately, such great 
changes in form of government and 
type of national economy do not occur 
over night. We turn off of one path 
and go down a new one, step by step. 
We can always check back to the main 
road and make sure that we are really 
taking a short-cut to better living and 
not straying in a dangerous direction. 


CENTRALIZATION BEGAN IN 1914 


While social legislation and reform 
are usually thought of in connection 
with President Roosevelt’s administra- 
tion, dating from 1933, we actually 
took the first decided step in that di- 
rection with the adoption of the Fed- 
eral Reserve System of Banking in 
1914. 

This form of central banking was 
adopted to eliminate defects and fail- 
ures in our old system of private bank- 
ing. In that former system each bank 
hand its own gold reserves and each 
banker operated as he thought best, 
with no guidance or control from 


By W. G. Kahlert 


Washington. The mistakes made un- 
der that old system were as follows: 


1. Unwise expansion and contrac- 
tion of bank credit. 

2. The making of unsound loans, 
against inflated values; to debt- 
ors unable and unwilling to 
pay. 

3. Creating demand deposits 
against long term assets. 

4. Using bank credit for capital. 


It was believed that the panic of 
1907 was due to some or all of these 
bad banking practices and it was be- 
lieved that if our banks were unified 
into one great system with control at 
Washington, these would be elimi- 
nated. President Woodrow Wilson 
urging the adoption of the Federal Re- 
serve System in 1913, said: 

“We must have a banking system, 
not rigid as now, but responsive to 
sound credit. Our banking laws must 
not permit the use of monetary te- 
sources for speculative purposes. And 
the control of our banking system 
must be vested in the government, so 
that the banks may be the instruments, 
not the masters, of business and indi- 
vidual enterprise.” 


PRIVATE BANKING THOUGHT STIFF 
AND INFLEXIBLE 


William G. McAdoo, Secretary of 
the Treasury, at that time said: “‘Busi- 
ness runs in cycles. Under a stiff and 
inflexible banking system, such as we 
had in the United States before the 
Federal Reserve Banks were created, 
panics were inevitable. One of the 
principal reasons for the creation of 
the Federal Reserve Banks was to pro- 
vide a remedy for this recurrent dis- 
ease.” 

The Federal Reserve System was 
adopted so that the government at 
Washington could control our banks 
and eliminate the mistakes the bankers 
used to make. It provided: 


1. That the gold reserves be taken 
from the banks, so that they 
could be controlled from 
Washington. 

2. That the expansion and con- 
traction of bank credit be con- 
trolled through rediscount 
rates, reserve requirements, 
open market operations; all 
under Government supervision. 

3. That the Government main- 








GOVERNMENT BONDS TODAY ARE AS SOUND AS 
SECURITIES WERE IN 1928! 


In fact they are worth their weight in what gold will be worth in 
1950, says Mr. W. G. Kahlert, who is of the opinion that gold 
will not be worth much when the United States takes its 70 per 
cent. of the world’s supply out of the ground. 

In this address, delivered April 1, 1941, before the Twin Cities 
Control, Mr. Kahlert, partner in the firm of Jamieson G Com- 
pany, traces the commodities boom of 1919 and the securities 
boom of 1922-29, with their resultant depressions, directly to 
political mismanagement of the Federal Reserve Banking System. 

Although our Presidents meant well, and were, like Brutus, 
“‘honorable men,” political banking has only repeated on a large 
scale the mistakes of private banking, declares Mr. Kahlert. 
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tain closer supervision and con- 
trol over member banks in- 
vestments and collateral. 


With a few changes, all in the di- 
rection of more power for the govern- 
ment, this system of central banking 
has been in operation for 27 years. It 
is a good form of central banking. 
The men employed in its operation are 
capable and conscientious. Our old 
banking system was inadequate and 
the adoption of the Federal Reserve 
System justified. It set up the machin- 
ery for more flexible and much more 
powerful banking and credit opeta- 
tions. 


U. S. PRESIDENT BECOMES WORLD'S 
BIGGEST BANKER 


However, it placed our entire bank- 
ing and credit system under the direct 
control of the politicians at Washing- 
ton. The Federal Reserve System made 
the President of the United States the 
biggest banker in the world. His so- 
cial, economic and international policies 
became reflected in our banking opera- 
tions and in our national economy. 
For the first time in our history, our 
Presidents found in their hands a bank- 
ing machinery capable of creating al- 
most unlimited amounts of money and 
credit with which to finance their 
policies. 

It is the purpose of this discussion, 
which is supported by the statistics 
of the period, to show that political 
banking, while sound in theory, has 
been badly administered over the last 
twenty-seven years; that our Presi- 
dents have been carried away with 
the desire to make a record for their 
own administration and a name for 
themselves in history; that all of the 
mistakes and bad banking practices 
of the old banking system have been 
repeated over and over again during 
these twenty-seven years. 

The Federal Reserve System of 
banking had been adopted and was 
ready to function in 1914. Until the 
first World War started in July of that 
year, this country was very quiet. Our 
95 million people had a national in- 
come of 35.6 billions of dollars, the 
national debt was 114 billions. We 
had almost 2 billions of gold behind 
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our banking system, and our commod- 
ity prices and security prices were 
neither high nor low. 


INCREASE IN NATIONAL INCOME 
Was DECEPTIVE 


By 1920, our national income had 
more than doubled to 74 billions, al- 
though our population increased but 
11 per cent. That was indeed a mir- 
acle and it was no wonder that the 
newly adopted Federal Reserve Sys- 
tem was hailed as a great success. But 
let’s look at the machinery used in 
doubling the national income. To ac- 
complish it, we had to put a jack un- 
der commodity prices and push them 
away up. The U. S. Bureau of Labor 
index rose from 68 in 1914 to 154 in 
1920. Since we do business with bank 
checks, we had to expand our bank 
credit (loans and investments of all 
banks) from 20.7 billions in 1914 to 
41.6 billions in 1920. So you see all 
we did was to change the price tags on 
wheat from $1 a bushel to $3, corn 
from 60¢ to $1.75, cotton from 10¢ 
to 40¢ the pound, and other commod- 
ities in like proportions. Such high 
prices encouraged greater activity in 


some fields but discourage it in others. ‘ 


The approximate result is a 20 per 
cent. increase in physical volume turned 
over at a much higher price level, with 
bank credit obligingly furnished 
through the Federal Reserve System, 
and the ‘national income’ more than 
doubled. 

But before those dizzy heights are 
reached, a momentous banking deci- 
sion must be made by the President. 
When hostilities began, the European 
war chests were well filled and could 
buy in our markets for cash. But by 
1916, they were running out of funds 
and the Germans were at the gates of 
Paris; the Allies were losing and bank- 
rupt. What should Woodrow Wilson 
do? Be a sound banker and refuse ad- 
ditional credit to debtors who cannot 
meet their obligation ?—or be a human- 
itarian and place the financial resources 
of the United States and our central 
banking system behind the Allies ? 

From 1916 to 1920 we _ loaned 
about twelve billions to the Allies and 
other nations. We accepted their 
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I.0.U.’s and sold our bonds to our 
own people, pushing the national debt 
from 114, billions to 26 billions, as we 
financed them and our own war activ- 
ities. The proceeds of those loans were 
spent here and, with our own spend- 
ing, were responsible for the rise in 
commodity prices, the expansion in 
bank credit, and the increase in na- 
tional income. 

Thus our first experience with cen- 
tral banking doubled our national in- 
come, made prosperity for our farmers 
and workers, and financed the Allies 
and our own war activities to a vic- 
torious conclusion. The politicians 
were proud of the results and the gov- 
ernment accepted full responsibility 
for the decisions made during this pe- 
riod. 


GOVERNMENT BANKING SUPPORT 
CREATES FARM BooM 


Bankers are judged by the final re- 
sults they achieve. Let us judge the 
politician’s control of our banking sys- 
tem in like manner. If the main ob- 
jective of the Wilson Administration 
had been to bankrupt agriculture and 
the American farmer, the politicians 
could not have proceeded with any 
deadlier efficiency. The tremendous re- 
sources of the newly organized Federal 
Reserve System of banking, to the ex- 
tent of billions of dollars, were used 
by the government to run a pool in 
commodities. Wheat, corn, cotton, all 
the products of the farm rose to prices 
never before experienced. 

Those prices were desired and en- 
couraged by the government to get the 
production it wanted. And the people 
responded. Each farmer tried to run 
two farms instead of one. City people 
moved out onto farms. Business and 
professional men farmed on the side. 
Swamps were drained, arid lands ir- 
rigated, protective sod ripped from 
grazing land, sub-marginal land put 
into production and the greatest agri- 
cultural boom in history was artificially 
created. 


FARM BOOM COLLAPSES WITH 
CONTRACTION OF BANK CREDIT 


Then the government liquidated 
agriculture. Having accomplished its 
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objective in Europe, bank credit at 
home was contracted and American 
families left to face glutted world 
markets. Wheat and other farm prod- 
ucts started sliding and did not stop 
until 1932, when wheat was 20 cents 
the bushel on the farm and Iowa 
schools were burning corn instead of 
coal. If a group of speculators on the 
Chicago Board of Trade were to do 
one-tenth as much damage as the poli- 
ticians did, they would be sent to 
prison. 

Woodrow Wilson asked for the 
Federal Reserve System as a means 
of giving us a steady prosperity. He 
used it to inflate commodity prices, 
finance a bankrupt European war 
and give us a permanent farm prob- 
lem. 

It is easy to dismiss the mistakes of 
this period as being a part of war 
difficulties, but an inflated price level 
leaves burdens behind which, seem- 
ingly, can only be borne with the aid 
of further manipulation of the bank- 
ing machinery. 

With a depression under way in 
1920, the voters turned to the Repub- 
lican party. The first thought of Cal- 
vin Coolidge and Andrew Mellon was 
to do something to pull the country 
out of the post-war depression and to 
ease the burden of the vast Federal 
debt. It was natural that they should 
turn to our central banking machinery 
for help. They decided upon an easy- 
money policy, and through open mar- 
ket operations, discount rates and re- 
serve requirements gave the country 
and almost unlimited bank credit at 
low interest rates. This money flowed 
into the bond market, the stock market 
and then into business. And, again, 
central banking as conceived and man- 
aged by the politicians seemed a great 
success as a boom and prosperity de- 
veloped. 


Happy Days ALMOST 
HERE AGAIN 


After falling to 63 billions in 1920, 
the national income advanced to around 
85 billions in 1927, 1928 and 1929. 
The Administration was industriously 
retiring its debt which declined from 
a peak of 26 billions to less than 16 


billions. After the experience of 1919 
they were careful to permit no infla- 
tion of commodity prices. At the time 
this looked like very smart and success- 
ful political banking; it appeared to 
bring us prosperity, a reduction of debt 
and no inflation. We know now that 
it was not prosperity, but a feverish 
activity generated by a shot-in-the-arm 
of bank credit unwisely used. Our in- 
debtedness actually increased as state, 
municipality, corporation and individ- 
ual went deeper into debt. And we 
had plenty of inflation in the stock 
market as it climbed from 63 to 380. 
Business was lashed by the whip of 
speculative profits and the national 
income climbed. 


BANK CREDIT EXPANDS UNDER 
REPUBLICAN GUIDANCE 


Just as bank credit expanded 20 bil- 
lions during the Woodrow Wilson 
commodity boom, it also increased 20 
billions during the security boom, 
from 38 billions in 1922 up to 58 bil- 
lions in 1929. Again debts were con- 
verted into dollars; instead of the 
worthless I.0.U.’s of the Allies, we 
had the ephemeral promises of the 
speculators, borrowing 10 billions with 
which to buy stocks on margin, with 
the stock market at the highest level 
in history. And this happened after 
the politicians had solemnly assured us 
that the adoption of the Federal Re- 
serve System would prevent the use of 
bank credit for speculative purposes. 
High commodity prices encouraged 
production until an over-supply broke 
the market’s back, and so did high 
prices for securities encourage their 
output until the market crashed. 

We hear a great deal about prices 
being “‘psychological” but actually they 
have been about as “psychological” as 
the putting up and tearing down of a 
building. The politicians draw the 
plans and supervise the job. The Fed- 
eral Reserve System furnished the lum- 
ber and businessmen and bankers are 
the carpenters. The price structure only 
becomes psychological when the public 
is in full stampede to protect itself 
from the results of government policy: 
high commodity prices in 1919 and 
high security prices in 1929. 
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In each case, the boom and crash 
were due to the policy of the adminis- 
tration at Washington, but you have 
never heard a politician admit that fact. 
In each case the majority of business- 
men and bankers were harmed by the 
wild gyrations in prices, but because a 
small few were smart enough or lucky 
enough to make some quick, specula- 
tive profits, business in general has 
been blamed for the catastrophes. 


Booms WERE PAVED WITH GOOD 
PRESIDENTIAL INTENTIONS 


There can be no doubt as to the 
sincerity and fine aspirations of the 
men who were our Presidents during 
the commodity boom and stock market 
boom. But there must be a great deal 
of doubt as to their ability to use the 
vast powers of our central banking 
system for the long-term good of the 
country. The present incumbent, Mr. 
Roosevelt, is fully their equal in his 
genuine desire to bring better living to 
all of our citizens. The list of his ac- 
complishments is most remarkable: 
guarantee of bank deposits, old age 
and unemployment insurance, relief 
for the sick and unemployed, farm pay- 
ments for agriculture, the C.C.C. and 
other projects for youth, the W.P.A. 
to furnish work, the P.W.A. to pro- 
mote public works, and higher wages 
for the employed. To these we must 
add his current mammoth undertaking 
of arming this nation and aiding Eng- 
land. This is unquestionably the most 
ambitious program in the realm of 
finance that any ruler of any country 
has ever undertaken. It will cost more 
staggering billions than any human be- 
ing can imagine. In his January budget 
the President asked for 1714 billions. 
Before Congress could get to work on 
that, he raised it by another three bil- 
lions. That makes 2014 billions for 
one Congress; and it was only a little 
over 20 years ago that our first one bil- 
lion dollar Congress made the front 
pages of our newspapers. The Lend- 
Lease policy will probably add another 
14 billions annually to our expendi- 
tures. 

After our experience with the Wil- 


(Please turn. to page 354) 
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Five Methods of Paying Bonuses to 
Factory Foremen for Efficiency 


Your letter of March 4, 1941, 
quoted below, addressed to the Con- 
trollers Institute of America, was re- 
ferred to the Committee on Technical 
Information and Research: 


“We are interested in securing any litera- 
ture relative to procedures covering the pay- 
ment on an efficiency basis of a bonus to 
factory foremen. 

“If you can find any information on this 
subject, we will appreciate receiving same.” 


One of our members tells us that 
this subject has been very thoroughly 
studied by Professor Ross G. Walker 
of the Harvard Graduate School of 
Business. He suggests that Professor 
Walker, who is an associate member 
of The Institute, very likely could 
give you some real help. 


BEDAUX INCENTIVE PLAN 


The following suggestion is made 
by another of our members: 


“Under the Bedaux incentive plan which 
is in effect in our packing houses, workers 
are able to make additional earnings based 
on production over certain goals. In the de- 
partments where that is in effect the foremen 
in charge of such gangs also share in the 
additional earnings. 

“For obvious reasons it is not feasible for 
us to give full details of how such foremen’s 
bonuses are figured, because of both the 
variety and complexity of our work. How- 
ever, the inquirer can obtain information 
such as he desires and which would have 
more general application, by contacting the 
Charles E. Bedaux Company, whose Chi- 
cago offices are located at 435 North Michi- 
gan Avenue. They are the engineers who 
installed the system in our plants, and while 
it might lead to some solicitation on their 
part for similar business, it would not be 
too objectionable and no doubt they would 
be willing to give the general information 
referred to, without any obligation.” 


Information which may prove use- 
ful to you is contained in the follow- 
ing letter: 

“I do not have any literature on this sub- 


ject, but operated for a number of years 
budgetary control of departmental expenses 


for which the foreman received a bonus. 
After I had such a system in operation for 
several years, Ray Darnell who was at that 
time controller of Ritter Dental Company 
of Rochester, New York wrote up their 
system. I would say this was about 1924 
or 1925. If my recollection is correct, they 
had a combination of efficiency bonus to 
foremen and a percentage of savings on their 
departmental controllable expenses. 

“Such a system is not difficult to work out 
where it is possible to develop a comparison 
of standard hours of production against ac- 
tual hours of production on a standard 
operation cost system, but I believe that any 
such bonus should also take into considera- 
tion accomplishment of actual operating ex- 
pense against budgeted controllable ex- 
pense.” 


PRODUCTION BONUS FOR COsT 
REDUCTIONS 


A member of the Committee writes 
the following concerning the proce- 
dure followed by his company cover- 
ing the payment on an efficiency basis 
of a bonus to factory foremen: 


“While we are not entirely satisfied with 
our plan, we are using the plan in the ab- 
sence of a better one. 

“A brief outline of our procedure is as 
follows: 

“The Production Bonus is an efficiency 
bonus paid monthly to factory foremen and 
other department heads who are in a posi- 
tion to be able to obtain reductions in costs. 
The group includes such individuals as the 


assistant purchasing agent, the trafic man- 
ager, chief cost accountant, welfare director, 
superintendent of production planning, and 
so on, in addition to direct department fore- 
men. 

“Semi-annually a base conversion and 
shipping cost per unit figure is established 
by the management based upon current nor- 
mal operating costs. Each month the actual 
conversion and shipping costs per unit are 
compared with this normal base and ex- 
pressed in a total percentage of base. In ar- 
riving at the per unit base and per unit 
actual we include all items of production 
overhead including indirect labor and ma- 
terial, taxes and insurance, depreciation, etc. 
as well as direct labor and total shipping 
cost. Admittedly, some of the items included 
are of a non-controllable nature as far as 
individuals are concerned. 

“Duplication of the base in any month 
provides a bonus of 10 per cent. of the 
monthly salary of each individual included 
in the plan. Where the conversion cost, in- 
cluding shipping, .varies from base, the 
bonus rate fluctuates one percentage point 
for each 4 per cent. reduction from the con- 
version base and fluctuates one half of one 
percentage point for each 4 per cent. in- 
crease over conversion base. As an example 
of the full 4 per cent. change, the rate of 
bonus will be 10 per cent. where the per- 
formance is below 104 per cent. and above 
96 per cent. of base. However, where the 
performance is below 96 per cent. and above 
92 per cent. the rate of bonus will be 11 
per cent., whereas when the performance is 
above 104 per cent. and below 108 per cent. 
the rate of bonus will be 914 per cent. 

“The plan outlined briefly above is usable, 
in my opinion, only in the case of companies 





increase production. 





| DOES YOUR BONUS PLAN PAY FOR EFFICIENCY— 

| OR DOES IT JUST PAY? 

| One of the technical problems faced by controllers, particu- 
| larly in times of increased production, is to set up a system of 
| bonus payment to those who are in a position to cut costs or 
| Such a system should pay each man ac- 
| cording to his increased efforts, thereby stimulating a greater 
| increase in effort, rather than distribute an abnormal income 
| among those who may or may not deserve their share. 

| This letter from Mr. R. S. Holden, Chairman of the Committee 
_ on Technical Information and Research of the Controllers In- 
| stitute of America, to a member of The Institute, is the report 
| of an investigation of bonus plans for factory foremen, but the 
findings may well be applicable to other bonus plan problems. 


—THE EDITOR 
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engaged in the production of one general 
item of merchandise and would not be ap- 
plicable to a concern with varied production 
unless used in some kind of a departmental 
basis.” 


“PoINT SySTEM” For DETERMINING 
BONUS OF INDIRECT WORKERS 


On the chance that you may be in- 
terested in the “point system’ used for 
determining the bonus for indirect 
workers one of our Committee mem- 
bers sends a short explanation of the 
manner in which it works. The ex- 
planation, together with the form 
used, follow: 


“In order to eyplain the method of com- 
puting bonus for indirect workers (which 
includes foremen as well as other indirect 
workers), I am going to refer to the num- 
bered columns in our Weekly Point Analysis 
sheet. 

“The method of computing this bonus is 
designed to take into account all of the fac- 
tors entering into department performance 
as well as the performance of the operators. 
This performance is compared with a stand- 
ard which has been previously determined 
for each individual department as the goal 
toward which the foremen or setup men in 
that department should aim. This standard 
is reduced to a figure known as standard in- 
direct cost per 100 points; the point being 
a standard unit of effort, or roughly a stand- 
ard minute. 

“The operators, in producing their work 
against time study standards, are rated in 
points which, divided by the time, gives us 
a point hour. This operator’s point hour is 
further affected by repairs and any depart- 
mental delay not chargeable against the oper- 
ator to give a department point hour. 

“We now determine the standard direct 
payroll from the operators’ checking cards. 
We also determine the actual direct payroll 
from these same cards. By dividing by the 
number of points produced, we express this 
as a cost per 100 points (both standard and 
actual). 

“The same process is gone through for 
the indirect payroll. The standard in this 
case is determined by previous study as set 
forth in the second paragraph of this memo. 
The actual payroll taken from Cost Depart- 
ment records is set forth in column No. 40. 
These are expressed in cost per 100 points 
in columns No. 58 and No. 59. By adding 
the direct and indirect costs per 100 points, 
we arrive at a total standard cost per 100 
points in column No. 60 and a total actual 
cost per 100 points in column No. 61. 

“The cost ratio, is column No. 60 divided 
by column No. 61, or the ratio of the stand- 
ard costs to the actual costs. This, multi- 
plied by the department point hour, gives a 
supervision point hour. The ratio is as- 


sumed, therefore, to be greater than one so 
that the supervision point hour never ex- 
ceeds the department point hour. 

“The base for supervision premium may 
be arbitrarily set at any figure but is usually 
60, the same base used for operator pre- 
mium. Subtracting the base from the point 
hour, gives the premium points. 

“The bonus for any indirect worker is 
determined by multiplying the premium 
points by the hours worked and by the point 
value for that particular worker. The point 
value is determined by dividing the work- 
er’s hourly pay by 60 to reduce it to a 
standard point value and taking 75 per cent. 
of this for a premium point value.” 


Another of our members obtained 
a copy of a basic formula for fore- 
men’s bonus plans which is also at- 
tached. From the company using this 
plan comes this information: 

“We use the incentive plan on all 
of our productive labor. This plan 
has been in effect since 1932 and out- 
side of some changes and improve- 
ments, we are still using the same plan 
and it still appears to be very satis- 
factory to our employees, as well as 
ourselves. 

“About four years ago we decided 
also to work up a plan for our fore- 
men. We are attaching a copy of the 
basic formula, very condensed, that 
we are using.” 


Basic FORMULA FOR FOREMEN’S 
BONUS PLANS 


(Ax B)—A 


(A X B) 
A = Standard Dollars Allowed Ex- 
pense = (DX E) Plus F 
D = Productive Labor Dollars 
E = Predetermined constant of 
variable expense in Dol- 
lars/P.L. Dollar. 
F= Predetermined fixed 
B = Set up Factor 
C = Foreman’s Salary 


x C = Bonus 


The above formula forms the general 
basis of all bonus plans for foremen of 
production departments. 

Factors “E” and “F’ above are origi- 
nally obtained through the medium of a 
graphic analysis of the operating expenses 
of a given department plus statisticai test 
of the resultant factors to verify their 
reasonableness after original determina- 
tion. Briefly, the graphic analysis consists 
of plotting departmental expense dollars 
against P. L. Dollars for a period of one 
or more years, and then drawing a straight 
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line on the chart in such a manner as to 
pass as close as possible to all of these 
points. This line will intersect the axis 
from which expense dollars are indicated, 
at some point above zero. The point of 
such intersection indicates the approxi- 
mate volume of fixed charges included in 
the data used and gives us an initial deter- 
mination of the value of ‘‘F,’’ indicated by 
A’ on the chart. Factor ‘‘E” is then indicated 
by line B’ and for the case illustrated would 
result in the following values for these 
factors. 


E = 1.50/Dollar P.L. 
F = $1000.00 


The set up factor ‘'B” is an arbitrary con- 
stant used to permit conversion to a Bonus 
per cent. data as taken from operating state- 
ments. It must be determined by manage- 
ment as follows. For example, it is decided 
that for maintenance of a given level of 
performance, a 20 per cent. bonus is de- 
sired, ‘“B” is then derived as follows: 


(ixsi—i 
————_—,;— = .20 
(1 X B) 
(1 XB) PS .20)(1 SB) 
B—1= .20B 
B— .20B= 1 
B= it Sag ee ere, 


1—.20~ 80 


Variations in the methods used in setting 
factors “E,”’ “F,” and “B’” may be employed 
to produce plans which will reward for var- 
ious degrees of improvement over past per- 
formances at whatever rate management may 
deem is suitable reward for such improve- 
ment. 





od 
a. 
sill 
| 
| 
$2500 eee 
= T B’ 
$1000|—_ ae! eae Vv 
iba’ P.L.$ 
$1000 
UNEMPLOYMENT ? 


Federal Security Administrator Paul 
V. McNutt announced August 20 that 
a survey of the labor requirements of 
9,305 employers in industries vital to 
national defense revealed that a mini- 
mum of 487,400 additional workers 
would be needed by October 1. Mr. Mc- 
Nutt explained that these data were 
based on expected hirings during the 
six-month period ending October 1, as 
estimated by employers in May. 
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Why Companies Are Buying 


A sample survey of controllers made 
early in August on their attitude to- 
ward the government’s tax anticipa- 
tion notes, which are to yield .48 per 
cent. on purchases of more than 
$1,200, found opinion almost evenly 
split for and against purchase, accord- 
ing to the financial position of the 
individual company, the nature of its 
business, and the uses to which it was 
able to put its surplus cash. 

Several companies with a cash re- 
serve large enough to buy the notes 
were not certain they would do so. 
As one controller said: “It is just a 
matter of whether or not we can use 
the money for something else. We do 
not get any interest on our money in 
the banks, but we are able to buy a 
little commercial paper now and then. 
The .48 per cent. interest offers very lit- 
tle inducement to tie up one’s money.” 

The controller of a publishing com- 
pany declared: ‘We are not going to 
do anything about it unless there is 
something to be gained by the differ- 
ence in interest. Although we have 
not received any interest on our money 
in the banks for years, the rates are 
going up and we may begin to get 
some soon. 

At least two controllers of manufac- 
turing companies were interested in 
buying the notes to prevent a misread- 
ing of the balance sheet in these pros- 
perous months. One of them stated: 
“I think we shall buy some, so that 
our assets will not show a lot of cash 
that we shall not have when the tax 
collector has finished with us. Some 
people never read as far as the tax 
liability statement. Also, labor will 
not be able to look at the cash state- 
ment and say, ‘Look at all the money 
they are making. Why don’t they pay 
higher wages?’ ”’ 

A very succinct summary of the sit- 
uation was made by the controller of 
a management engineering company, 
who said: 

“As I see it, the tax anticipation 


Tax Notes 


notes are suitable for (1) wage earn- 
ers who ‘live up’ their income and 
must lay aside something for payment 
of their taxes, and (2) for corpora- 
tions which have been doing a sub- 
normal volume of business and are 
now doing an abnormal volume. By 
buying the notes they will be certain 
to have money to pay their taxes next 
year, whereas if a large cash reserve 
accumulates, the directors may want 
to declare a dividend, leaving nothing 
for payment of taxes if business 
should dwindle again. 

“That brings up the third point: No 
one knows when the chopping-off pe- 
riod will come, stopping the abnormal 
income. I was working in the War 
Department on November 11, 1918, 
when the government sent telegrams 
to all manufacturers, canceling the war 
contracts. As a result, manufacturers 
who were paying out current earnings 
in dividends did not have enough 
money in 1919 to pay the big income 
tax on 1918 earnings. The same was 
true with workers who suddenly found 
themselves without jobs.” 

Companies with seasonal fluctua- 
tions in their cash balances found Au- 
gust an ebb-tide month for ready cash. 
As the controller of a paint company 
said: “We are putting a lot of money 
in inventories at this time, and it is 
also a heavy selling season, so we have 
a lot of receivables. We may buy 
some notes in October or November 
when the money comes in. In the 
winter, when no houses are being 
painted, we have approximately two 
million dollars in cash, but we are 
down now to two or three hundred 
thousand dollars.” 

The controller of another company 
that does a seasonal business stated 
that they would probably buy some at 
the end of the year when they liqui- 
date their inventories and receivables. 

Companies which were borrowing 
from banks were not, of course, buy- 
ing notes. 
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ILLINOIS RETAILERS’ TAX 
APPLIES TO GOVERNMENT TOO 

Purchases made by the government 
from Illinois retailers for delivery 
within the state are subject to the Illi- 
nois retailers’ occupation tax, although 
state sales taxes are not applicable to 
government purchases, according to a 
letter from Comptroller General of the 
United States Lindsay C. Warren to 
the. Secretary of War (“Decisions of 
The Comptroller General of the 
United States, Volume 20,” page 752). 

Inasmuch as the War Department 
had consistently taken the position that 
a purchase by the government was not 
subject to a state sales, occupational, 
or use tax, the Secretary had written 
to Mr. Warren stating that it had been 
found impracticable to obtain bids for 
supplies in Illinois which were ex- 
clusive of taxes, and inquiring whether 
the government should place the bid- 
der in a position where he would have 
to contest the question of tax liability 
with the state taxing officials, or 
whether the government should itself 
assume the burden of deciding that the 
sale is or is not subject to the Illinois 
retailers’ occupation tax. 

Mr. Warren stated that the Illinois 
statute had never been regarded by his 
office as imposing a state tax “directly 
on the sale or use of supplies or equip- 
ment purchased by the Federal Gov- 
ernment,” and that since the tax is 
deducted from the vendor's gross re- 
ceipts from retail sales, there was no 
reason why persons selling to the gov- 
ernment should be exempt from the 
tax. There would therefore be no 
objection to the consideration of bids 
from Illinois retailers for deliveries in 
that state whether such bids were on a 
tax excluded or inclusive basis, as the 
government would be obliged to eval- 
uate all bids on the basis of total pos- 
sible cost to itself as shown by each 
bid, stated Mr. Warren. 








Institute Opposed to Some Proposed 
Amendments of Securities Acts 


After having had an opportunity to 
study proposed amendments of the Se- 
curities Act and of the Securities and 
Exchange Act, The Controllers Insti- 
tute of America, through its Commit- 
tee on Cooperation with the Securities 
and Exchange Commission, has sub- 
mitted a memorandum to the Commis- 
sion setting forth its suggestions that 
several of the proposed amendments 
of the Acts be abandoned; and in the 
case of one proposed amendment sug- 
gesting a paragraph for intended sub- 
stitution for the one proposed by the 
Commission. 

The Committee on Cooperation with 
the Securities and Exchange Commis- 
sion discussed the proposed amend- 
ments with two members of the Com- 
mission in a conference in New York 
City on August 4, Messrs. Robert E. 
Healey and Ganson Purcell. Participat- 
ing in this conference also were Mr. 
Chester T. Lane, general counsel of 
the Commission, and Mr. William W. 
Werntz, chief accountant of the Com- 
mission. 

President V. L. Elliott, of The In- 
stitute, and several members of its 
National Board of Directors and of its 
Advisory Council, took part in the dis- 
cussion. 

At the Conference it was decided 
that The Institute should submit a 
memorandum setting forth its views. 
This was in response to an invitation 
from the Commission to do so. 

Mr. S. W. Duhig’s letter, transmit- 
ting The Institute’s memorandum to 
Mr. Lane, General Counsel of the Se- 
curities and Exchange Commission, 
reads: 


Dear Mr. Lane: 

Referring to your letters of July 10 and 
16 and to our discussions held in New 
York on Monday last, I am now very 
happy to be able to hand you copies of 
our comments on the suggested amend- 
ments to the Securities Act of 1933 and 
the Securities Exchange Act of 1934. We 
have confined these comments to the three 
items which were the chief points of dis- 


cussion at the meeting which you attended 
here. 

As you will understand, we did not 
think it appropriate at this time to go 
into detailed criticism of all the points 
contained in the suggested amendments 
which you sent us. Some of the proposals 
we would have stated differently, some 
we believe we would prefer to have seen 
omitted and, in fact, we may still wish to 
submit some additional material to you. 
For these reasons we believe our Com- 
mittee may wish to take part in Congres- 
sional Committee discussions whenever 
they are called. We quite understand, 
however, that in order to meet Repre- 
sentative Lea’s schedule, you are propos- 
ing to submit your report this week. We 
are sure you understand that we are ready 
at any time to co-operate with you in 
working out the proper solution to the 
problems. 

On behalf of The Institute the writer 
would again like to express our apprecia- 
tion of the opportunity which you gave 
us to discuss the points in detail with 
Judge Healy, Mr. Purcell, Mr. Werntz 
and yourself. 


Mr. Duhig is Chairman of The In- 
stitute’s Committee on Co-operation 
with the Securities and Exchange Com- 
mission. 


The Memorandum 


The Controllers Institute of America, 
acting through its Committee on Co- 
operation with the Securities and Ex- 
change Commission, has studied the 
confidential ‘Report on Proposals for 
Amendments to the Securities Act of 
1933 and the Securities Exchange Act 
of 1934,” dated July 7, 1941, pub- 
lished by the Commission, and the con- 
fidential ‘‘Report on the Conferences 
with the Securities and Exchange Com- 
mission and its Staff on Proposals for 
Amending the Securities Act of 1933 
and the Securities Exchange Act of 
1934” (Final Proof—July 16, 1941), 
published by the representatives of In- 
vestment Bankers Association of 
America, National Association of Se- 
curities Dealers, Inc., New York Curb 
Exchange, and New York Stock Ex- 
change. 
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The Institute wishes to comment 
with respect to only a very few of the 
many proposals for amendments which 
have been referred to in the aforesaid 
reports. 


1. Proposals to Amend the 
Securities Act with Respect to 
Employees’ Plans 


As they are understood by The In- 
stitute, the proposals in this respect 
are in two parts, namely, first, that Sec- 
tion 3(a) (1) of the Securities Act be 
amended so as to grant an automatic 
exemption from registration in the 
case of “‘any interest or participation 
in a savings, pension, profit-sharing, 
or other employees’ benefit plan” if all 
of six specific standards are complied 
with and, second, that the present Sec- 
tion 3(b) be replaced by a new Sec- 
tion 4(b) which, among other things, 
would permit the Commission, by rules 
or regulations, to exempt from regis- 
tration 


“(2) Any offer or sale, or any act in- 
cident to any offer or sale, of an inter- 
est Of participation in a savings, pen- 
sion, profit-sharing, or other employees’ 
benefit plan not otherwise exempted 
under Section 3(a)(1).” 


The Institute feels that the proposal 
of these amendments proceeds on sev- 
eral wrong assumptions: viz., that as 
the Act is now written employees’ 
plans (with some possible exceptions) 
constitute “‘securities’’ which are re- 
quired to be registered pursuant to Sec- 
tion 5, that it is socially desirable that 
employees’ plans be under the jurisdic- 
tion of the Commission and subject to 
registration, and that the only desir- 
able amendments to the Act with re- 
spect to such plans are those designed 
to loosen up, within limits, the now 
rigid registration requirements of Sec- 
tion 5. 

It is the opinion of The Institute, on 
the other hand, that it was never in- 
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tended that employees’ plans should 
be included within the Securities Act 
(or, in any event, within the registra- 
tion requirements of Section 5 of the 
Act), that it is not socially desirable 
that employees’ plans be within the 
jurisdiction of the Commission, and, 
therefore, that the primary design of 
any amendment adopted should be to 
make it clear that the Act is not appli- 
cable to employees’ plans, and in any 
event that the registration requirements 
of the Act are not so applicable. 


Factors SUPPORTING INSTITUTE’S 
VIEWPOINT 


This viewpoint of The Institute 
seems to be supported by various fac- 
tors. In the first place, there appears 
never to have been any discussion in 
the Congressional committees or on 
the floors of Congress which would in- 
dicate that it was intended by Congress 
that employees’ plans should be in- 
cluded. Industry generally seems to 
have been of the opinion that em- 
ployees’ plans need not be registered, 
since it is public knowledge that a 
number of such plans have been put 
into execution since the adoption of 
the Act, and until very recently, none 
has been registered. Correspondingly, 
it is significant that in the seven years 
since the passage of the Act the Com- 
mission has never publicly taken the 
position that employees’ plans are sub- 
ject to the Act, even though it must 
have known that such plans were be- 
ing made effective without registration. 
For example, a number of registration 
statements filed with respect to corpo- 
rate issues have made reference to such 
plans. 


INFORMATION Not APPLICABLE TO 
PENSION PLANS 


Second, the type of information 
which Congress specified (in Schedule 
A of the Act) should be included in 
registration statements is clearly not 
the sort of data which either is appli- 
cable to employees’ plans or would be 
of value to employees in deciding 
whether or not to subscribe to such 
plans; and in this connection the only 
registration statement which, to the 
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knowledge of the Institute, ever has 
been filed covering an employees’ plan 
(namely, the Johns-Manville Corpora- 
tion’s statement) is a living demon- 
stration that the mechanics of registra- 
tion under the Securities Act are not 
geared to employees’ plans. 


PRIMARY PURPOSE TO BENEFIT 
EMPLOYEES 


Third, the primary purpose behind 
the adoption of employees’ plans is to 
benefit the employees; and the need 
for any governmental policing does 
not exist in view of the absence of mo- 
tive for fraudulent or dishonest deal- 
ings. In this connection it should be 
noted that in what is ordinarily thought 
of as a sale of securities the seller is 
attempting to get from the buyer the 
highest possible price; whereas in the 
case of employees’ plans, the employer 
is trying to give something to his em- 
ployees, rather than to get something 
from them. For example, the principal 
reason for the adoption of trusteed, 
rather than insured, plans is to save for 
the employees the cost of the insurance 
premiums. 


REGISTRATION Not REAL ANSWER 


Fourth, even if it should be assumed 
(wrongfully, The Institute believes) 
that employees need protection against 
their employers in respect of pension 
plans, and the like, it does not seem 
from a practical viewpoint that regis- 
tration under the Securities Act offers 
any real answer to the problem, since 
it is quite apparent that, except in un- 
usual cases, employees are neither go- 
ing to read nor to understand complex 
registration statements or prospectuses. 

Fifth, it does not seem to The Insti- 
tute that the Commission has the ex- 
perience, the personnel, or the facilities 
to arrive at studied decisions as to 
whether particular employees’ plans or 
types of plans are beneficial or are detri- 
mental to employees’ interests. There 
are a large variety of employees’ plans 
already in existence and the future po- 
tentialities, as they may be developed 
by the personnel experts, actuaries and 
lawyers who may be called upon to 
prepare such plans or to give their 
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suggestions with respect thereto, are 
endless. It is apparent, therefore, that 
no set of standards (or, for that mat- 
ter, of rules or regulations), no matter 
how elastic, will be likely to survive as 
a useful ‘measuring stick’’ for any ma- 
terial interval of time. 


COMMISSION COULD Nor Pass ON 
SOUNDNESS OF SECURITIES 


Sixth, even if it should be assumed 
that the Commission does have, or may 
get, the experience, personnel and fa- 
cilities to make adequate decisions as 
to what are good plans and what are 
bad plans, it is respectfully submitted 
that the making of such decisions by 
the’ Commission is not compatible 
either with the purposes of the Secu- 
rities Act or with the powers of the 
Commission granted thereunder. In 
support of this it need merely be 
pointed out that the Commission here- 
tofore has gone out of its way on all 
possible occasions to make it clear that 
it has neither approved nor disap- 
proved securities which, from time to 
time, have been or have not been reg- 
istered under the Act. From this point 
of view, it is apparent that a deter- 
mination that employees’ plans are 
within the Act might well result in re- 
quiring a difficult choice to be made, 
since if registration of all such plans is 
to be required the effect undoubtedly 
will be to discourage employers from 
entering into such plans, whereas if, 
pursuant to rule or regulation, it is to 
be provided that some types of plans 
need not be registered while others 
need be, then of necessity those plans 
which are exempted from registration 
will appear to bear the Commission’s 
stamp of approval, contrary to its 
established practice. 


INSTITUTE’S PROPOSED 
AMENDMENT 


Pursuing the above reasoning, The 
Institute has prepared a proposed 
amendment of its own with respect to 
employees’ plans, namely, as follows: 


Section 3(a). The provisions of Sec- 
tion 5 shall not apply to any of the fol- 
lowing securities: 
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(1) A pension, annuity, health, acci- 
dent or death benefit, emergency loan, 
unemployment or wage stabilization 
benefit or loan, bonus, profit-sharing, 
savings or other employees’ benefit plan 
of an employer or group of employers 
for the exclusive benefit of some or all 
of the employees thereof or any con- 
tract or trust agreement constituting 
such a plan or any instrument evidenc- 
ing participation therein. 


It should be pointed out in connec- 
tion with this proposal that, even 
though The Institute feels that em- 
ployees’ plans rightfully should be 
eliminated entirely from the coverage 
of the Act, in deference to what The 
Institute conceives to be the views of 
the Commission, the suggested amend- 
ment has been so designed as merely 
to remove employees’ plans from the 
registration requirements of the Act, 
with the fraud provisions of Section 
17(a) and the civil liability provisions 
of Section 12(2) still remaining ap- 
plicable. 

The Institute submits that the amend- 
ment so recommended by it is the most 
practicable solution of the presently 
uncertain situation which surrounds 
employees’ plans in the light of the 
Commission’s apparent interpretation 
of the Securities Act so as to include 
such plans within its coverage; and it 
is hoped that the Commission will see 
fit to adopt The Institute’s viewpoint 
in this respect. 

In the Commission’s Report (at page 
40) the statement is made that there 
have been plans which have been uti- 
lized by employers for their own selfish 
ends. At this point the Commission 
must have been thinking in terms of 
so-called “plans’’ which have really 
been devices for the sale by employers 
to their employees of their own secu- 
rities. The Institute does not defend 
such devices and, furthermore, believes 
that sales by employers to their em- 
ployees of their own securities in any 
event are covered by the provisions of 
the Act and, after the adoption of The 
Institute’s proposed amendment, would 
still be so covered. However, if there 
is any doubt upon this point, The In- 
stitute will acquiesce in the addition to 
its proposed amendment of a proviso 
clause which would except from the 
suggested exemption from registration 


any plans which might be said to con- 
stitute devices or ‘‘screens’’ for the sale 
by employers to their employees of 
their own securities. 


2. Proposal to Amend the 
Securities Act with Respect to 
Direct Sales to Institutional 

Investors 


It appears that the representatives of 
the “securities industry’’ have proposed 
that Section 2 of the Securities Act be 
amended by adding as Section 2(14) 
a definition of the term “public offer- 
ing’ which would have the effect of 
requiring the registration in a number 
of instances of securities sold by 
corporations directly to institutional 
investors which are not presently 
required to be registered. In the Com- 
mission’s draft of Report it is recog- 
nized (at page 44) that there are argu- 
ments against this proposal, as well as 
for it; and it is also set forth (at page 
45) that the representatives of the ‘‘se- 
curities industry” have stated that in- 
vestment bankers and dealers have lost 
a considerable portion of their business 
because of the fact that direct sales to 
institutional investors have not been 
required to be registered, which seems 
to be the impelling force behind this 
proposal. 

The Institute has weighed the argu- 
ments on both sides as set forth in the 
Commission’s draft of Report and has 
arrived at the conclusion that the extra 
burden and expense of registration 
which would be imposed upon indus- 
try in case of the issues included within 
the proposed amendment cannot be 
justified by the rather doubtful bene- 
fits which the proposed amendment 
might cause. 

It seems to be a fact which has been 
borne out by the experience of the past 
several years that when institutional in- 
vestors buy securities for the purpose 
of investment and not with an inten- 
tion of reselling such securities, they 
do just that, and the securities are not 
resold to the public. It is a further fact 
that many corporations have found it 
to be less onerous and also less expen- 
sive to sell their securities, or some of 
them, directly to institutional investors 
rather than via underwriters in the 
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form of public offerings. It has also 
been the general experience of The In- 
stitute and its members that institu- 
tional investors have been very careful 
to obtain all data which they could 
reasonably be expected to obtain in 
order to enlighten themselves as to the 
propriety of the investments made by 
them. There seems very little reason, 
therefore, for depriving industry of 
the opportunity of arranging its financ- 
ing through this particular channel 
without undergoing registration. 


3. Proposals to Amend the 
Securities Exchange Act to 
Modify Proxy Requirements and 
to Extend Their Application 


It is proposed in this connection 
that Section 14 of the Securities Ex- 
change Act be amended so as to require 
that issuers submit to their security 
holders prior to meetings the informa- 
tion required by the proxy rules 
whether or not proxies are solicited for 
such meetings. Without dwelling on 
this proposal at any length, The Insti- 
tute nevertheless wishes to record its 
feeling that this proposed extension of 
the requirements of the Act has very 
little factual or, for that matter, theoret- 
ical justification. There are often oc- 
casions upon which, for perfectly good 
reasons (and not at all for the sinister 
reasons referred to in the Commis- 
sion’s draft of Report), proxies are not 
solicited for stockholders’ meetings, 
and it seems unreasonable in those 
cases to require that corporations pre- 
pare and send to all of their stockhold- 
ers (sometimes at considerable ex- 
pense) the lengthy statements required 
under the proxy rules in cases where 
proxies are solicited. 

Because of the large number of 
smaller companies that would be af- 
fected, The Institute also feels that the 
Commission should not press for ex- 
tensions of its areas of control at this 
time in order to satisfy the requests of 
the stock exchanges that the restric- 
tions and regulations attaching to listed 
companies be applied equally to un- 
listed companies. This applies pattic- 
ularly to the proposed extension of the 
proxy rules to companies which do not 
have securities registered on an ex- 
change. 
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Second Statement of Institute on 
Revenue Bill of 1941, Presented 
to Senate Finance Committee 


In view of changes made in the 
pending Revenue Act of 1941 before 
its passage by the House of Repre- 
sentatives, The Controllers Institute of 
America, through its Committee on 
Cooperation with the Treasury Depart- 
ment, Mr. F. G. Hamrick, Chairman, 
prepared a second statement on the 
proposed bill, and presented it to the 
Committee on Finance of the United 
States Senate, August 18, 1941. Copies 
of this statement have been mailed to 
members of The Institute. 

Mr. Alger B. Chapman, attorney of 
New York City and partner of Mr. 
Ellsworth C. Alvord of Washington, 
D. C., made the presentation to the 
Committee on Finance during hearings 
on the bill, titled Revenue Bill HR 
5417. The first statement prepared by 
The Institute's Committee was pre- 
sented to the Committee on Ways and 
Means of the House of Representa- 
tives, on May 13, 1941. 

Under date of August 22, 1941, The 
Institute's Committee on Cooperation 
with the Treasury Department, sent 
this letter to members: 

The position of The Controllers Insti- 
tute with respect to the pending Reve- 
nue Bill HR 5417 was presented to the 
Senate Finance Committee on August 18. 
A copy of the statement will be for- 
warded to you within the next few days. 

The Institute strongly opposed pro- 
visions of the House Bill which would 
impose an extra 10 per cent. excess prof- 
its tax on companies using the invested 
capital basis for determining their excess 
profits credit and would deny the normal 
tax as a deduction in computing the in- 
come subject to excess profits tax. The 
Institute asked for the removal of these 
provisions from the Bill. In addition, The 
Institute urged the Senate Finance Com- 
mittee to approach the excess profits tax 
provisions by first examining the present 
law, eliminating the present defects in the 
average earnings, invested capital, spe- 
cial relief and other tax provisions and 
then determining how much revenue can 
be collected from the excess profits tax 
and how much must be collected else- 
where. It pointed out that by reason of 
the defects of these provisions of the 


present Act the excess profits tax is al- 
ready being imposed upon normal earn- 
ings and that this situation should be cor- 
rected. The principal recommendations 
made by The Institute with respect to the 
changes in the present excess profits tax 
law were as follows: 

1. In ascertaining the excess profits 
credit under the income method, corpo- 
rations should be permitted to use any 
three of the four years in the base period. 

2. The schedule of graduated excess 
profits tax rates should be based on the 
ratio of the excess profits to the excess 
profits credit and not on the dollar 
amount of the excess profits. 

3. Where property is acquired by a cor- 
poration for stock in a transaction on 
which gain or loss is not recognized to 
the transferor, the property should be 
included in invested capital at the value 
of the stock issued for the property and 
not at the basis of the property to the 
transferor. 

4. Section 734 (inconsistency pro- 
vision) should be repealed or at least 
should not be retroactive beyond 1936, 
the beginning of the base period. 

5. Sections 718(a) (5) and 718(b) (4) 
prescribing adjustments to a parent corpo- 
ration’s invested capital on account of tax- 
free liquidations of subsidiaries, should 
be revised so as to conform to the policy 
adopted in the consolidated return regu- 
lations. 
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6. For invested capital purposes, the 
basis for determining gain (not loss) 
should be used, or, in any event, sections 
718 and 720 should be revised so that 
the adjustments to “unadjusted basis” will 
be consistent with the “unadjusted basis” 
to which they are applied. 

7. The normal-growth provision should 
be extended to determination of average 
base period net income under Supple- 
ment A. 

8. Income attributable under section 
721 to a base period year but not real- 
ized until a later year should be included 
in the base period net income. 

9. The relief provisions in section 722 
should be broadened. 

In addition to the foregoing principal 
recommendations with respect to the ex- 
cess profits tax The Institute urged a 
number of amendments to other features 
of the tax law, including the repeal of the 
capital stock tax and declared value ex- 
cess profits tax, and the restoration of the 
consolidated returns provision for nor- 
mal income tax purposes. 

The Senate hearing will end tomorrow 
and the Finance Committee will be in 
executive session beginning with Monday 
of next week. It is believed that The 
Institute’s recommendations are consistent 
with a sound program for increased reve- 
nue. The members of The Institute may 
wish to urge upon their representatives 
in Congress that revenue should not be 
obtained by imposing the excess profits 
tax on normal profits through either the 
imposition of the 10 per cent. special 
excess profits tax, the denial of the nor- 
mal tax as a deduction in computing ex- 
cess profits tax or by the continuation of 
the defects in the present law which re- 
sult in inadequate protection of normal 
profits from excess profits tax. 


Proposed Amendments of Securities 
Acts Submitted to the Congress 


The reports of the Securities and Ex- 
change Commission and of the secu- 
rities industry on proposals for amend- 
ments to the Securities Act of 1933 
and the Securities Exchange Act of 
1934 were transmitted by the Commis- 
sion to Clarence F. Lea, Chairman of 
the House Committee on Interstate and 
Foreign Commerce, and to Senator 
Robert F. Wagner, Chairman of the 
Senate Banking and Currency Commit- 
tee, early in August. The report of the 
securities industry represents the views 
of the following groups: Investment 


Bankers Association of America, Inc., 
National Association of Securities 
Dealers, Inc., New York Curb Ex- 
change and New York Stock Exchange. 

The reports discuss the proposals of 
the securities industry, so called, for 
amendments to the Securities Act of 
1933 and the proposals of the secu- 
rities industry and of the Commission 
for amendments to the Securities Ex- 
change Act of 1934. Says the Commis- 
sion: “They indicate that there is a 
large area of agreement between the 
Commission and representatives of the 
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securities industry on the proposed 
amendments.” Continuing, the Com- 
mission says: 

“The proposals are the result of al- 
most a year’s study of the securities 
laws by members of the Commission’s 
staff and representatives of the secu- 
rities industry, which also involved 
extensive conferences between the 
Commission and the industry. The pro- 
posed amendments were discussed in 
detail with interested regional stock 
exchanges, and in addition the Com- 
mission received the views of exec- 


utives of many corporations and life 
insurance companies, as well as those 
of numerous individuals throughout 
the country. The proposed amend- 
ments were also submitted for com- 
ment to the National Association of 
Manufacturers, which requested addi- 
tional time for study and reserved the 
privilege of making a report direct to 
the Congressional Committees, and to 
the Controllers Institute of America, 
which has conferred with the Commis- 
sion and is preparing a written report 
to be submitted to the Commission. 
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“Conferences on the proposed 
amendments began in the summer of 
1940, following the introduction in the 
Congress of certain bills to amend the 
Securities Act of 1933. With the ap- 
proval of the Chairmen of the two 
Congressional Committees concerned, 
the Commission undertook to study 
with representatives of the securities 
industry the advisability of amending 
the two securities laws. The many 
months of conferences have been 
marked by the cooperativeness of the 
industry's representatives.” 


New York State Controller Issues “Streamlined” 
Annual Report: Legislators To Find It Useful 


Abandoning the old form of report, 
which usually took from ten to twelve 
months for publication, New York 
State Controller Morris S. Tremaine 
issued a new “‘streamlined” annual re- 
port on August 17, within 45 days 
after the close of the fiscal year. The 
improvement was due, said the Con- 
troller, to the reorganization of his de- 
partment as authorized by the so-called 
pre-audit amendment to the State Con- 
stitution, and to the installation of 
modern bookkeeping and accounting 
machines throughout the department. 

Another progressive addition to the 
annual report was the issuance of a 
schedule of the State’s investments, 
published as a companion volume to 
the annual report. Until last year the 
details of the State’s holdings were 
published only in the annual report, 
and reached the publication stage too 
late to be of material use to those 
charged with the shaping of the State’s 
future fiscal policies. The new form 
of report has changed that, and it is 
now possible to put all essential in- 
formation into the hands of legislators 
and budget-makers several months be- 
fore the convening of the Legislature. 

Controller Tremaine, in the financial 
report, spoke of the effects of the 
amendment of the State Constitution 
of November 1938, requiring the Con- 
troller to audit before payment all ex- 
penditures from any State treasury or 


other special funds. The amendment, 
he said, “brought within the scope of 
the Controller's continuous audit such 
funds outside of the treasury as the 
State Insurance Fund, one of the larg- 
est institutions of its kind in the 
United States.’ 

“Tt abolished,’ he continued, ‘‘the 
old system of payment of institutional 
and other bills by the departments 
themselves, rather than by the State 
treasury directly upon audit by the 
Controller. 

“Speaking generally, the major part 
of the changes resultant upon this 
amendment have been completed. State 
vouchers and other forms have been 
standardized and uniform methods of 
quick and full audit of claims intro- 
duced. The most modern account- 
ing machinery has been _ installed 
everywhere throughout the office to fa- 
cilitate the prompt preparation of pay- 
rolls, the compilation of reports, and 
the payment of claims. 


ANNUAL BUDGET OF A BILLION 


“The Controllet’s office now main- 
tains a staff of high-grade field audi- 
tors, who supplement and extend the 
work of office auditors. They examine 
on the ground the records of institu- 
tions and other operating agencies, in- 
stall systems, and prescribe methods 
and forms of account. The necessity 
for and the value of this work in safe- 


guarding the public interest in the ex- 
penditure of more than one billion 
dollars annually will be obvious. 

“At this time it is possible for me 
to say, without qualification, that the 
value of the pre-audit amendment has 
been fully tested and is confirmed by 
experience. It has resulted in a very 
marked strengthening of State audit 
procedure, yet at the same time has 
quickened perceptibly the payment of 
claims and the service rendered by this 
office to the State officials and the pub- 
lic generally. While the costs of the 
Controller's office have been measur- 
ably increased by the higher concen- 
tration in it of State auditing and ac- 
counting functions, this factor is more 
than offset by the decrease of auditing 
and accounting work required of other 
departments. 

“In conclusion I should like to stress 
here the indispensable part played by 
full and clear information in the con- 
stant improvement of governmental 
administration. The facts presented 
by this report reach into every nook 
and corner of the activities of every 
agency of the State. They are given 
with the sole purpose of clarity and 
timeliness of presentation. And s0, 
while the report is a book of reference, 
it is also a document on the govern- 
ment of the State, which can be studied 
with interest by all who wish to know 
their State government.” 
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Clarification of New Revenue Act 
Asked of Senate Finance Committee 


Appearing before the Senate Finance Com- 
mittee, August 12, 1941, Mr. Jay Iglauer, us 
Chairman of the Taxation Committee of the 
National Retail Dry Goods Association, pre- 
sented objections of the Association to the 
proposed new Revenue Act, some of which 
are in accord with recommendations for 
changes which were made by The Controllers 
Institute of America. 

Mr. Iglauer stated, in reference to the pro- 
posed bill: “We are glad to say that our 
large membership (5900 retail dry goods 
and department stores) has indicated its 
willingness to assume its share of the un- 
precedented burden. Therefore we are not 
asking for reductions in that burden—we are 
asking only for changes which will clarify 
the Act so that we may conscientiously com- 
ply with it.” 

A summary of the recommendations made 
by Mr. Iglauer in behalf of the Association 
follows: 


CORPORATION TAXES: We urge 
you to consider... . simplification 
of federal corporate taxes and the 
guesswork that is involved in the de- 
clared value tax. Without consider- 
ing Social Security and other federal 
taxes, a corporation pays under this 
bill a normal tax, a surtax, an excess 
profits tax, a defense tax, a capital 
stock and declared value tax, and a 
penalty tax for those who use the in- 
vested capital basis, all out of the same 
income. 

Excess ProFits TAx: Our Taxation 
Committee and the membership of the 
National Retail Dry Goods Associa- 
tion commend the retention in the bill 
of the alternative methods of comput- 
ing the excess profits credit, because it 
meets more equitably the needs of 
corporations with widely varying capi- 
tal structures and earnings. 

CaPITAL STOCK TAX AND DE- 
CLARED VALUE Excess PRoFITs TAx: 
The present law provides for a dec- 
laration of value every three years. It 
is well-nigh impossible to make an 
adequate estimate of the earnings of a 
corporation for a period of three years 
in advance at any time, but particu- 
larly so at the present time under exist- 
ing economic conditions. For most 


companies it is a guessing contest be- 
tween the corporation and the govern- 
ment. We therefore urge you to con- 
sider inserting in the proposed bill 
before you a provision for an annual 
declaration of value. 

EsTATE AND GIFT TAXES: Our Tax- 
ation Committee feels justified in mak- 
ing a suggestion under this section 
because of its application to retail 
establishments where often practically 
the entire fortune of the taxpayer is 
invested in a single enterprise, the 
dispersion of which might be disas- 
trous to the business as well as to the 
revenues to the government. 

We recommend that you include in 
Title IV—Estate and Gift Taxes, a 
provision to amend Section 812 of the 
Internal Revenue Code to provide that 
insurance taken out by a taxpayer, pay- 
able irrevocably to the Treasurer of the 
United States, to the extent that such 
insurance is used for the payment of 
taxes levied by the United States by 
reason of the death of the insured, be 
exempt from inclusion in the assured’s 
gross estate, for purposes of Estate and 
Inheritance taxes, now or hereafter 
levied. The excess, if any, of such 
insurance proceeds over the amount so 
used for the payment of such taxes 
shall be repaid without interest to the 
estate of the decedent, and shall be 
taxable thereunder as to such excess. 
This permits provision by a taxpayer 
to meet the estate and inheritance tax 
liability and avoids the pyramiding of 
Estate and Inheritance taxes present 
under the existing law. 

ExcisE TAxeEs: The Retailers’ Ex- 
cise Taxes on Jewelry, Furs and Toilet 
Preparations provided for in Part V, 
Chapter 19, should be changed to ex- 
cise taxes imposed at the point of 
manufacture. 

The bill for the most part provides 
that excise taxes shall be imposed at 
the point of manufacture. There seems 
to be no adequate reason for singling 
out Jewelry, Furs and Toilet Prepara- 
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tions to be treated differently, by im- 
posing a Retail Sales Tax. 

In our opinion the proposed taxes 
on retail sales will be almost impos- 
sible of administration. . . . Accord- 
ing to the last census there are ap- 
proximately 1,770,355 individual stores 
reporting to the Census of Business. 
. . . It would be a tremendous task 
to police all these places, collect the 
taxes, and make any kind of a thor- 
ough audit of the returns filed... . 
An excise tax, or so-called manufac- 
turers’ tax, modeled after the law pro- 
posed in 1932 to which Mr. Stam 
made detailed reference, and exempt- 
ing only foods and medicines, levied 
at a low rate not to exceed three per 
cent., would not be as great a burden 
upon low income groups nor upon the 
public at large as the proposals now 
before you. 

Jewelry—This tax should be im- 
posed at the point of manufacture, but 
if a retail tax on jewelry is to be re- 
tained in that form, articles sold at the 
price of $3.00 or less should be ex- 
empt from the provision of this sec- 
tion to eliminate part of the trouble- 
some administrative problems. 

Furs—This tax should be imposed 
at the point of manufacture, because it 
is only at this point that information 
as to the taxability of articles made 
partly of fur is available, If it is to 
remain a retail tax, the law should 
provide that the manufacturer specify 
on the invoice the value of the fur 
content in relation to other component 
materials, to determine taxability. 

Toilet Pre parations—The tax under 
the present law is a manufacturers’ tax 
and should be continued as such be- 
cause of the multiplicity of retail out- 
lets. If these taxes are to be retained 
as retail taxes we urge that it be made 
mandatory in the law to show the tax 
as a separate item on the bill, state- 
ment or evidence of sale. 


(Turn to page 343 for Institute's stand 
on the Act) 








Omission of Analysis of Registrant’s 
Surplus Accounts Not Permitted 








Exchange Commission 


Opinion by WitttAm W. Werntz, Chief Accountant, Securities and 








The latest opinion in the series is- 
sued by Mr. WILLIAM W. WERNTZ, 
Chief Accountant of the Securities 
and Exchange Commission, was dated 
July 1, 1941. It bas to do with the re- 
quirements of Regulation S-X as to the 
analysis of a registrant's surplus ac- 
count. 

The opinion is given in release No. 
26, Accounting Series. It reads: 


The Opinion: 

You inquire whether the instruction 
relative to an analysis of surplus set 
forth in paragraph 34(b) of Rule 5-02 
of Regulation S-X implies that an 
analysis of the registrant’s surplus ac- 
counts may be omitted when, pursuant 
to instructions such as those set forth 
under Item 8-I-A(2)(a) in the in- 
struction book for Form 10-K, there 
may be filed in lieu of an individual 
profit and loss statement of the regis- 
trant, a consolidated statement of the 
registrant and certain totally-held sub- 
sidiaries. The portion of the above in- 
struction here pertinent reads as fol- 
lows: 


“Provided, however, That in lieu of such 
profit and loss statement there may be filed 
a profit and loss statement consolidating the 
accounts of the registrant and one or more 
of its subsidiaries (hereinafter called ‘in- 
cluded subsidiaries’), if all the following 
conditions exist: 

“(i) The registrant is primarily an op- 
erating company ; 

“(ii) Other than directors’ qualifying 
shares, all classes of outstanding securities, 
other than those evidencing long-term or 
funded debt, of the included subsidiaries 
are owned in their entirety by the registrant 
and/or the included subsidiaries ; 

“(iii) No one of the included subsid- 
iaries owes to any person other than the 
registrant any long-term or funded debt of 
an amount which is significant in relation 
to the particular subsidiary; 


“(iv) The included subsidiaries are, in 
practical effect, operating divisions of the 
registrant $25. < 


The above permission, you will 
note, extends only to the registrant’s 
profit and loss statement and does not 
permit the omission of the registrant's 
balance sheet. Therefore, pursuant to 
such instructions, it would be permis- 
sible to omit supplementary schedules 
required to be filed in support of de- 
tailed items in profit and loss state- 
ments; but it would not be permissible 
to omit schedules required to be filed 
in support of particular balance sheet 
items, nor to omit analyses of the sur- 
plus accounts appearing on such bal- 
ance sheet. Such balance sheet sched- 
ules and analyses should be filed for 
each period covered by the substituted 
consolidated profit and loss statements. 

Item 34(b) of Rule 5-02 of Regula- 
tion S-X to which you specifically refer 


reads in part as follows: ‘An analysis 
of each surplus account setting forth 
the information prescribed in Rule 
11-02 shall be given for each period 
for which a profit and loss statement is 
filed. . . .”” As indicated in its pref- 
ace, Regulation S-X relates to the form 
and content of financial statements, 
while the instructions to the applicable 
forms determine what financial state- 
ments are to be filed. The cited portion 
of Item 34(b) of Regulation S-X must 
therefore be read in the light of the 
pertinent instructions, in the applicable 
form, as for example those quoted 
from Item 8 of Form 10-K. 

Accordingly, it is my opinion that 
the language of Item 34(b) should be 
considered as indicating the period or 
periods for which the required infor- 
mation must be set forth and may not 
be construed as permitting the omis- 
sion of an analysis of the registrant’s 
surplus accounts. 


Accounting Procedure in Barter 
Transaction is to Record Demonstrable 
Loss, Not Unrealized Profit 


This article consists of an inquiry 
directed to The Institute's Committee 
on Cooperation with the Securities and 
Exchange Commission by Mr. Wil- 
liam W. Werntz, Chief Accountant 
for the Commission, and the answer 
prepared by the Committee, affording 
an illustration of the highly technical 
assistance that The Institute, upon oc- 
casion, is able to extend to govern- 
mental bodies. 


Mr. Stanley W. Duhig, Chairman 
Committee on Cooperation with the 
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Securities and Exchange Commission 
Controllers Institute of America: 

Question has been raised as to the 
proper accounting treatment to follow 
in recording an exchange or barter 
transaction. For convenience in con- 
sideration I am enclosing herewith a 
memorandum setting forth two hypo- 
thetical transactions, and a brief state- 
ment of the divergent views that have 
been taken. While an exchange of 
securities is used in the example, my 
inquiry is directed toward any transac- 

(Please turn to page 362) 
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A Treasurer Looks at the Practical 
Operation of Credit Departments 


Wisely, or unwisely, I have had a 
great many things to say about the 
credit man in industrial activity. To 
be sure, it is one thing to give lip serv- 
ice to principles and still another to 
apply them in practice. But observa- 
tions which come from me arise only 
from experience with a policy that 
over a period of years has demon- 
strated its usefulness while serving a 
group of diversified buyers in a na- 
tion-wide business. Tonight I intend 
to cross-examine some of these con- 
victions and practices with the hope 
that your discussion which follows may 
fortify or reject the basic philosophy of 
our company program and thus con- 
tribute to my own understanding of 
what constitutes sound credit policy. 

As a company unit you should know 
that we have no patience with the 
credit executive who thinks only in 
terms of rating books and operating 
ratios. We admit that many of these 
ratios used in credit analysis are essen- 
tial, but the credit policy of our enter- 
prise, and I suspect yours as well, con- 
cerns too many other diversions of the 
business to be limited by what is dis- 
closed in balance sheet analysis alone. 
Our credit policy, and yours, can be 
too strict on the one hand or too lib- 
eral on the other. In the interests of 
company success it must always be con- 
sidered in the light of its relationship 
to the sales department, the productive 
departments, and the finance depart- 
ment. 

We belteve that credit policy should 
be adjusted to profitable business 
building. Your credit unit exists only 
by reason of its usefulness in the pro- 
tection and growth of enterprise and 
should be flexible enough to promote 
sales expansion and the productive ac- 
tivity of the business to which it is be- 
ing applied. Although in these days 
of rising demand and shrinking sup- 


By Henry C. Perry 


ply, credit men are thinking primarily 
of collection velocity, the security of 
receivables and the maintenance of cus- 
tomer good will, we must not disre- 
gard the tailspin which inevitably fol- 
lows and find ourselves unprepared for 
that period of stress in which it prob- 
ably will be necessary for us to go out 
and sell goods in addition to selling 
good will. 

You men know as well as I do that 
overhead rates in every business are 
governed definitely by maintained pro- 
duction and that maintained produc- 
tion in turn is linked up with sales 
activity. Excepting industries which 
enjoy a monopoly, sales are controlled 
by the price. Since that is the case, 
management must consider its pricing 
structure in the light of out-of-pocket 
cost plus as much as can be obtained 
as a contribution toward the constant 
overhead of the business. 

We believe that the credit executive 
plays an important part in the oper- 
ation of these forces and venture to 
suggest that consideration of his prin- 


cipal’s own position may very often 
be of equal, if not far greater, im- 
portance than technical exploration of 
the buyer's financial report. Having 
this philosophy, it is essential that our 
credit men be in personal touch and 
personally acquainted with all of our 
leading accounts, their markets and 
their financial problems. We want 
them to expand their mental frontiers 
by packing a suitcase and getting out 
in the field close to the center of cus- 
tomer activity. Here again we believe 
that the credit executive, if unable to 
help the salesman land the order, can 
invariably, with the right objective, sell 
an element of customer good will. Cer- 
tainly, the restriction of normal manu- 
facture creates the need to keep your 
customers even if you cannot sell them, 
and the preservation of customer good 
will is essential although orders have 
to be refused. 

I have often said that while our 
business represents fundamentally the 
sale of seating comfort, we do not 
want our volume influenced by seat 





company, declares Mr. Perry. 





HAVE SALESMANSHIP AND PUBLIC RELATIONS | 
ANYTHING TO DO WITH THE CREDIT DEPARTMENT? 


They do not in some companies, but they should in all, says 
Mr. Henry C. Perry, Treasurer of The Heywood-Wakefield Com- | 
pany and a former President of the Controllers Institute of | 
America, in this address, delivered at the Summer Institute of | 
Credit Management held at Babson Institute, Babson Park, 
Massachusetts, on August 21], 1941. 

The effective credit executive should understand sales and 
production problems, should be able to “take a chance” on per- 
sonal integrity or managerial ability upon occasion, and should 
recognize his influence as an agent of good or bad will for his 


Furthermore, he should know when and how to use the iron 
hand. Mr. Perry feels that there is too much velvet glove and 
not enough iron hand in modern collection letters, and his com- 
ments to that effect will elicit an appreciative chuckle from ex- 
ecutives of the Pre-Milquetoast School. 


THE EDITOR 
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warming executives in the credit and 
collection unit of company operation. 
Why ? Because it is our judgment that 
those who consistently keep their prod- 
ucts and their credit facilities before 
the trade, and those who zealously 
protect the interests of their dealers, 
will be remembered favorably by those 
customers long after the present crisis 
is gone and forgotten. I can scarcely 
think of any so-called ‘‘non-selling de- 
partment’ having more opportunity to 
sell merchandise and create favorable 
trade relations than the Credit and 
Collection Divisions of the average 
business. 


Mr. Sour Puss AND Mr. BALANCE 
WHEEL, CREDIT MEN 


In respect to the importance of cus- 
tomer contact, I have on occasion 
drawn the illustration of two different 
types of credit men—NMr. Sour Puss as 
one and Mr. Balance Wheel as the 
other. Some of you men may have 
become acquainted with those charac- 
ters in your own business. 

I pictured Sour Puss as the fellow 
who played all credit rating cards close 
to his chest; that bird wearing the 
alpaca jacket and the horn-rimmed 
specs, with the appearance of one who 
had come to the office after a punk 
breakfast. I pictured Balance Wheel 
as the man who used those same rat- 
ing cards but who, in addition, recog- 
nized the value of having a sense of 
humor and a public relations aspect on 
life. Which of these credit executives 
do you think pays the biggest divi- 
dends to business enterprise? Unlike 
Sour Puss, who rests his case on delin- 
quencies by using a series of form 
letters, Balance Wheel studies his ac- 
count, its historical pay and business- 
building record, its importance to his 
company. He will get out in the field, 
take a look at the receivables and the 
stock, and do a business-building job 
both for his customer and his own 
house. 


Goop WILL FORGOTTEN IN SOME 
CREDIT DEPARTMENTS 


It is our conviction that if you con- 
fine your credit efforts only to dealers 


who pay promptly and without urging, 
those activities which constitute a desk 
job, you may find sales opportunities 
limited and insufficient to meet the 
other demands of your business. Un- 
fortunate though it may be, we know 
that in some credit departments the re- 
tention of customer good will has be- 
come unimportant, the sole consider- 
ation being to get the money, but that 
is not our way of life. Collecting ac- 
counts is important, but we have dem- 
onstrated that personal contact will 
very often develop more than a cash 
register return and for that reason it 
is on our “must” schedule of things to 
be done. This policy will cost some- 
thing in the way of travel expense but 
you must measure that cost against the 
delay, confusion, misunderstanding 
and expense involved in treatment 
from the credit and collection desk. 

With that personal contact available, 
our credit executives must be familiar 
with the circumstances surrounding de- 
linquent accounts, the refusal of orders 
and the refusal of credit. Their job is 
to determine when an account must be 
placed with outside attorneys, but they 
choose that route only as a last resort, 
depending first upon their own inge- 
nuity rather than the whip of the law 
to bring a customer to terms. We be- 
lieve that in the establishment of 
credit limits, integrity and business 
ability of the customer are very often 
of far greater consequence than finan- 
cial worth. We believe that a cus- 
tomer, being temporarily embarrassed, 
shows the right spirit if he discharges 
his debt by active partial payment even 
though the terms of sale specify other 
methods. 


CUSTOMER Is RIGHT ONLY HALF THE 
TIME 


Our credit executive knows that it 
is not a favor to a customer to extend 
a line of credit not warranted by his 
business position or to load him up 
with products for which he cannot pay 
without inconvenience, and that the 
proper time to think about collecting 
an account is when the sale is made. 
Having such a policy if Mr. Customer 
fails to pay, we then use shotgun tech- 
nique and clamp down on him with 
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whatever steps the law decides are 
most effective. Once delivered, we 
make good on our threats. Do not 
think for a moment that we worship 
at the shrine of that time-worn mark 
of pussyfooting, that “the customer is 
always right.” Our experience dem- 
onstrates that the customer is right 
only about half the time, and that he 
is usually more concerned with his 
own interests than he is with yours. It 
may be that these fundamentals are 
subject to question in some lines of 
business but that is how we do the job. 

We give high rating to the credit 
executive who knows the value of co- 
operation with other departments of 
the business, and to illustrate that 
point let us return to our friend Sour 
Puss for a moment. With the selling 
staff he is very often looked upon as 
a stuffed shirt. Why? Your salesmen 
are out plugging for business, they 
have a pretty good line on the custom- 
er’s outlet for products of the house, 
build up sizable orders, and then find 
themselves stymied by shortsighted 
analysis at the credit desk. What hap- 
pens? Over a period of time these 
salesmen establish the impression that 
the company’s biggest handicap is 
Sour Puss, and keep the Sales Man- 
ager loaded with petty complaints that 
ought never to come within his range. 

Our other type of credit executive, 
Balance Wheel if you will, knows his 
salesmen, has periodical meetings with 
them, encourages discussion of cus- 
tomer problems, gives them an oppor- 
tunity to unload their troubles, ac- 
cepts management responsibility for 
policy, and makes himself the target 
for credit complaints directly from the 
front line. He does not take refuge in 
the so-called economic sense and bet- 
ter selling judgment of the Sales Man- 
ager. He can engage in a brawl when 
necessary, stand up against a group of 
smart-alec salesmen and, if wrong, 
take his criticism on the chin. So much 
for cooperation with the Sales Depart- 
ment. 


Must UNDERSTAND SALES AND 
PRODUCTION PROBLEMS 


Equally important, however, is the 
job of understanding problems in the 
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Production Department. Take, for ex- 
ample, that period which comes to all 
of us when business is lagging, pro- 
duction is off, fixed overhead piling 
up, and men are out of employment. 
One type of credit executive, Sour Puss 
for example, would probably wring his 
hands, take a sphinx-like attitude to- 
ward the national economy, and de- 
termine to hold the line on bad debt 
loss by use of insurance or a closed 
credit shop. He will not take a chance. 
He believes that the management will 
censure him if his reserves are dimin- 
ished. 

Have you as credit executives ever 
considered how the surplus reserves of 
your companies are being charged all 
the time with net losses arising from 
sub-normal volume? What about the 
importance of keeping the wheels of 
the factory in motion? What about 
that fixed overhead on facilities which 
the company owns—the buildings, the 
machinery and the management? Do 
they not represent so much standing 
timber until put to productive use? 
Do they not have to be reckoned with 
in business enterprise ? 

In this case the competent credit ex- 
ecutive, thinking in terms of staff 
rather than line service and recogniz- 
ing all the time, mind you, that the 
object of the sale has not been 
achieved until collection is made, finds 
a way to expand his selling front by a 
more liberal program of credit exten- 
sion. He measures his possible bad 
debt loss against the improved gross 
return arising from increased volume, 
manages to net better than a new 
dollar for an old one, makes a contribu- 
tion toward fixed overhead, helps cre- 
ate employment, and has the satisfac- 
tion of a management job well done. 


CreDIT MEN ALLOWED FLEXIBILITY, 
BUT ARE JUDGED ON NET RESULTS 


You may lose sometimes and, carry- 
ing that situation right back home to 
the brass hat, here is the answer—we 
judge our credit men on net results. 
They are allowed flexibility within a 
given range, after consideration of nor- 
mal loss expectancy within the industry 
and the bad debt service cost which we 
believe our sales dollar has a right to 


carry. Reserves created by this device 
are charged with actual losses and 
some of them hit us right between the 
eyes, but much on the principle of 
“shooting fish in a barrel—not miss- 
ing too often,” our final accounting 
shows a reserve that merits the ap- 
proval of the Public Accountants, the 
Commercial Factors, the Credit Insur- 
ance Salesmen, the Bankers, and the 
Federal Revenue Agents. 

We believe that the credit man in 
any organization should be rated on 
the basis of the amount of business de- 
clined in ratio to orders received, as 
well as on the basis of his bad debt 
losses compared with total sales. If 
he has the right attitude toward the 
problems of his business, he realizes 
that in the cycle of prosperity costs are 
relative, and in a competitive system 
the demand created by rising prices 
very often allows all the traffic will 
bear (with apologies, of course, to Mr. 
Henderson), but when trade recession 
sets in, these conditions are directly 
reversed. Full cost then amounts to 
nothing more than a measuring device 
and, in price development, frequently 
one only of fiction and hopeful ex- 
pectancy. In price-setting the question 
of fixed and variable overhead be- 
comes all-important. It is at this point 
that the ability of management is put 
to the test, and the credit executive 
may be of substantial help. Knowledge 
of prevailing economic conditions, 
competitive practices, hazards of the 
business, sales policies, effective use of 
plant facilities, inventory position, fi- 
nancial expectations, and their effect 
upon both seller and buyer, all have a 
bearing upon the price of your prod- 
uct, and the resulting equation which 
contributes most fully to productivity 
and profit is the basic test of manage- 
ment. This is all on the principle, of 
course, that the measure of success in 
private enterprise is the amount of 
profit that the enterprise produces and, 
to survive, most of us must adhere to 
that principle. 

When these conditions are con- 
fronted by your management, who de- 
livers the best job for his company ? 
Who has the advantage in citcum- 
stances such as these? Who has done 
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a real customer-relations and employee- 
relations job? These problems are 
presented in every business and you 
can answer the questions yourselves. 

You credit men can contribute to 
the solution of these problems for 
management but, first of all, your real 
value and your job represent the pro- 
tection of receivables’ investment and 
the expansion of distributive outlets. 
You know that your record will not 
be judged solely by a small amount of 
bad debt loss. You know also that 
your record will not be judged by the 
use of trick phrases, lip service for col- 
lection attorneys, or honorable mention 
and prize-winning collection letters. 
We feel that men in your position 
should be continually exploring all 
considerations entering into the grant- 
ing of credit and that you should not 
regard limited working capital as an 
element of the customer’s hard luck. 
It is my judgment that the real credit 
executive is always thinking in terms 
of developing customer interest, loy- 
alty and buying appeal for his house. 
Some of this may be accomplished by 
letter contact, but a large share of it, 
to be effective, must be accomplished 
by personal contact. 


First 100 YEARS WERE NOT THE 
HARDEST 


We hear a lot these days about cus- 
tomer and public relations, but they 
are not new subjects. Some time ago 
I was invited to address the Edison 
Electric Institute in Chicago on the 
subject of ‘Accounting After the First 
100 Years.” My company, as you 
probably know, has had a history of 
115 years and the people who had in- 
vited me to talk believed that a back- 
ground represented by that period of 
continuous business ought to be inter- 
esting. To be sure, it should, even 
though the first 100 years were not, 
contrary to popular belief, the hard- 
est. Among other topics concerned 
with this program I discussed the ques- 
tion of customer relations, and in ex- 
ploring company files discovered a few 
letters which illustrate that we had 
such problems many years ago. Here, 
for example, is a letter dated February 


(Please turn to page 358) 
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INSTITUTE’S WORK INVALUABLE 
TO CONTROLLERSHIP 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


In looking forward to the Tenth Anni- 
versary Meeting and in looking back over 
the history of the Institute, I have tried to 
“high spot” in this letter what I believe 
has been accomplished and the position that 
The Institute finds itself in today. 

The work of The Institute has been in- 
valuable in helping to build up the status 
of controllership to its present position as 
one of the recognized major management 
functions in American business. The In- 
stitute has given much to its members in 
the programs of its National and Regional 
Conventions, in the studies and publications 
of its many committees, in the timely ar- 
ticles in its monthly magazine, ‘“The Con- 
troller,’ and in the personal associations 
available to its membership. All of this has 
challenged the thinking and developed the 
stature of its individual members so that 
they are more nearly meeting the increasing 
demands of controllership which are being 
thrust upon them. 

To the extent that it has been influential 
in building up the function of controller- 
ship and in helping its membership to 
handle that function in a broader and more 
businesslike manner, The Institute has been 
a real asset to the companies that are repre- 
sented in its membership. Through its 
several committees The Institute has been 
of real service to the Treasury Department, 
The Securities and Exchange Commission, 
and other governmental agencies in sim- 
plifying the application of governmental 
enactments and regulations to business op- 
erations. 

The first long range objective of this 
organization was to establish an unquestion- 
ably high standard of ethics in controller- 
ship and to promote and obtain the accept- 
ance of sound, conservative and consistent 
accounting principles. The attainment of 
this goal will prove to be one of the great- 
est contributions that The Institute could 
make to bring about in the minds of the 
public a clearer understanding of business 
operations and a justified increasing con- 
fidence in management. 

It is my conviction that further develop- 
ment and extension of the long range ob- 
jectives and basic policies that have guided 
The Institute during the past ten years will 
in the future assure greater values to its 
members, their companies, and our Govern- 
ment than have yet been accomplished— 
values so far beyond our present thinking 


that any attempt to clearly define them in 
advance would be a mistake. 
J. A. DONALDSON 
Butler Brothers 


THE LESSON OF THE FIRST DECADE 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


The members of the Controllers Institute 
may review with pride the first decade of 
accomplishment; and, with a continuation 
of the type of leadership and policies which 
has guided the organization thus far, the 
membership may look forward with con- 
fidence to the next decade. 

One cannot fully appreciate the contri- 
butions of The Institute to the advance- 
ment of controllership without recalling the 
situation which existed at the time The 
Institute was organized late in 1931. Con- 
trollers individually were contributing ef- 
ficiently to better management in their re- 
spective companies, but controllership as a 
calling had received only limited treatment 
in managerial and accounting literature. 
There was still confusion even in the proper 
spelling of the term. To many the con- 
troller was hardly more than an internal 
accountant. His professional influence was 
definitely limited by the Jack of a national 
organization. 

The amazing change that has taken place 
in the past ten years has become common 
knowledge not only among controllers but 
also in business and governmental circles. 
For this rapid advance in the prestige of 
controllership the Controllers Institute must 
be given much credit. 

Controllership has been indispensable to 
management in the handling of the many 
abnormal and often confusing burdens laid 
upon business by laws and regulations of 
governmental and regulatory bodies. With- 
out a national organization, controllers as 
a group could not have cooperated as ef- 
fectively with such bodies as has been possi- 
ble. The Institute, by such co-operation, 
has not only facilitated the work of the 
individual controller; it has also gained rec- 
ognition and created prestige for control- 
lership. Controllership without The Insti- 
tute could not have advanced as rapidly as 
it has during the past few years. 

The trend of present events points to an 
almost inevitable increase of burdens upon 
controllers during the coming decade. Con- 
trollership can face the future with confi- 
dence if it has learned the lesson of the first 
decade: “In union there is strength.” 

JOHN H. SHIELDS 
Duke University 


CONTROLLER'S PRESTIGE 
ADVANCED BY INSTITUTE 

To Managing Director 

CONTROLLERS INSTITUTE OF AMERICA: 

Legislation aimed at regulating business, 
government bureaus with expanded author- 
ity for controlling business activities, and 
the greatly increased number of economic 
problems confronting business today, have 
been a compelling factor in bringing about 
a decided change in management policies 
during the last decade. The titular head 
of an organization is, I believe, today more 
than ever before solicitous of the ideas and 
opinions of his colleagues in business when 
determining upon policies and plans for 
the conduct of business. Because of this, 
we find more and more opportunity for the 
Controller actively to enter the realm of 
management. 

The contribution of The Institute to this 
advanced prestige of the Controller has been 
noteworthy. The high ideals on which it 
is founded, the circumscribed principles un- 
der which it functions, and the strict and 
careful adherence to its membership eligi- 
bility requirements, have commanded the 
attention of industry and government alike, 
and establishes The Institute as a service or- 
ganization capable of advancing the pro- 
fessional practices of its members. 

Much has been said and written about 
our national system of free enterprise. If 
we believe in this system, and I am of the 
opinion that all of us do, its continuance 
in the form desired, following the end of 
the present type of industrial activity, will 
depend in no small part upon the kind of 
political, industrial and economic leader- 
ship which can be brought forward for in- 
telligent and technical guidance. 

In this picture the Controller will have 
an important part to play. It seems in- 
evitable that smart business management 
will embrace within its structure the men 
who will be capable of contributing the 
type of ability expected to be found in the 
membership of an organization such as The 
Controllers Institute of America. 

The Institute today stands in a preferred 
position, full advantage of which can be 
taken when the industrial activity resulting 
from our National Defense program is 
terminated. 

If the membership is alive to the possi- 
bilities of the future, it will contribute its 
moral and financial support to the present 
and future programs of The Institute, 
which programs undoubtedly will, as here- 
tofore, provide for the membership oppor- 
tunities for developing sound economic con- 
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INSTITUTE’S PLACE IN SUN 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


The Institute obviously must be of great 
value to all members as otherwise it could 
not have lived for ten years and grown in 
strength. 

I am sometimes asked whether member- 
ship in The Institute does not replace or at 
least reduce the value of a membership in 
a trade organization. The answer is that 
it does not. Each organization has its 
place and each is valuable to the member 
controller. The trade organization is de- 
voted almost entirely to problems peculiar 
to the industry, and The Institute to prob- 
lems which are common to all. One cre- 
ates acquaintanceship and friendship among 
controllers of the same industry in all parts 
of the country, and the other among con- 
trollers in other industries in the same 
city. Each has its own place in the sun 
and one does not replace the other. 

As to what one gets out of an organiza- 
tion? It is still the same old story—one 
gets out of any organization only in pro- 
portion to what one puts into it. 

HuGo KUECHENMEISTER 
Ed. Schuster & Co., Inc. 


A SIXTH SENSE OF LOYALTY 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


On the occasion of the Tenth Anniver- 
sary of the establishment of the Controllers 
Institute of America, it is entirely logical 
for each member to reflect on the meaning 
of The Institute and the resultant benefits 
to our country, its industry and to the mem- 
bership due to its existence. 

By attending meetings of our control, I 
developed friendships with men in my field 
of business endeavor which have proven of 
great value to me in many ways. These 
men are as near to me as my telephone for 
consultation or advice and the many other 
things that friendship stands for between 
men, 

Atiendance at the meetings gave me an 
opportunity to hear speakers on subjects 
which were of special interest to me and, 
on many occasions, to enter into discussions 
at Technical Meetings. Never have I failed 
to be interested, and some ideas of benefit 
to myself. and my company rarely failed to 
develop as a result of time spent at our 
meetings. 

Because of the very nature of The Insti- 
tute and its existence, my membership de- 


veloped within me, apart from my loyalty 
to my company and to management ideals, 
a sixth sense of a loyalty due elsewhere; 
to the stockholders, to the Government and 
to the very apparent ideals of Controller- 
ship. 

I predict and look for the continued slow 
and healthy growth of The Institute under 
our system of private enterprise and a more 
forceful place in management for all con- 
trollers as a result of its activities. 

CHARLES F. SCULLY 
General Candy Corporation 


INSTITUTE BENEFITS CONTROLLER 
AND HIS COMPANY 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

Personally, it is hard for me to express 
the value I have received from The Insti- 
tute since becoming a member, as words 
cannot express it. There is a definite need 
for such an institution as this, as no con- 
troller, if he tries hard as he can, can mas- 
ter by himself all the problems confronting 
him today. With the everchanging and in- 
creasing tax and social legislation in effect 
and being put into effect, the controller and 
the company to which he is responsible 
would suffer without the assistance of an 
organization such as this, containing mem- 
bers of high quality with whom he can 
discuss the methods and procedures to be 
followed. 

I have made a great many friends in The 
Institute, both to my personal benefit and 
that of the company I represent, and I feel 
that The Institute has a great future and 
responsibility in seeing that members are 
kept advised of problems which might af- 
fect the companies they represent. 

R. W. MICHENER 
Sword Steamship Line, Inc. 


CONGRATULATIONS ON 
ANNIVERSARY 


Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


Heartiest congratulations on the tenth an- 
niversary of The Controllers Institute of 
America! 

The Institute has played an important 
part through the organization of various 
Controls that have united important execu- 
tives in a way that permits them to ex- 
change ideas and perform their duties in 
a manner that is of real service to the or- 
ganizations they represent. It has made the 


individual controller aware of his respon- 
sibility. 

Then too, The Institute has been able to 
help solve many of the problems of the 
controller through cooperative efforts with 
government agencies on matters that are 
vital to business. 

As to the future, the controller will con- 
tinue to have more important responsibili- 
ties. Business problems today are numer- 
ous and somewhat complicated, and man- 
agement will look to the controllers for 
proper guidance. 

My best wishes to you for continued suc- 
cess in the splendid work you are doing. 

A. N. Masucci 
Hickey-Freeman Company 


LAUDS INSTITUTE’S INFLUENCE IN 
GOVERNMENTAL AFFAIRS 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


Probably never before in history has the 
responsibility of controllership been greater 
than it is at the present time. Industry, 
particularly, is faced with a problem of 
prime importance to its existance, and it 
has fallen to the lot of the controller in in- 
dustry to provide ways and means of a 
sound voyage through the tempest of taxa- 
tion and probable inflationary movements. 

The problem of the controller somewhat 
parallels the problem of government, but 
through a mutual understanding between 
the two, made possible by the complete co- 
operation of the Institute Committees, the 
burden of governing and being governed is 
lessened. 

For ten years the Controllers Institute 
has been a crutch to the governing bodies 
of local, state and federal authorities. For 
ten years The Institute has participated 
with these authorities in placing into ef- 
fect sound, sensible, and fairly reasonable 
legislation. 

The Institute’s participation in govern- 
mental affairs has greatly benefited the 
companies represented through its member- 
ship. It has benefited the controller, in 
that his burden has been appreciably les- 
sened, and it has benefited government 
through the advice and counsel of the vari- 
ous committees. 

The future of controllership is brighter 
than ever. Necessarily, the present day ac- 
tivity is somewhat burdensome, but it is 
certain the future will bring forth a broader 
understanding to both government and the 
controller and the problems of each. 
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The continued success of The Institute 
rests upon the various Controls throughout 
the United States, and with the participa- 
tion of these Controls, it is certain that the 
Twentieth Anniversary will report even 
greater progress. 

T. GARTRELL 
General Metals Corporation 


INSTITUTE’S FUTURE ENCOURAGING 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


One of my predominant thoughts on the 
Tenth Anniversary of the Controllers Insti- 
tute of America is that every individual 
concerned with the functions of controller- 
ship should be happy about the existence 
of The Institute and the services it per- 
forms. 

The medium which The Institute pro- 
vides for the exchange of ideas is valuable 
to controllers; to their company; to busi- 
ness as a whole and to governments. 

By the record The Institute has estab- 
lished, every controller should be encour- 
aged as to its future. 

A. I. HAWKINS 
The Timken-Detroit Axle Co. 


A PRECOCIOUS TEN-YEAR-OLD 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


I should like to take the opportunity 
upon the Tenth Anniversary of the Con- 
trollers Institute of America to congratu- 
late it upon its rapid development and the 
extremely useful service it has rendered in 
the field of controllership specifically and 
the field of commerce generally. 

While ten years in the life of an or- 
ganization such as The Institute is not very 
long, its accomplishments within that time 
most certainly include many things which 
ordinarily take many more years to de- 
velop. I have in mind particularly the rec- 
ognition given by the Federal Government 
Agencies to The Institute’s importance as 
a body of thought capable of meting out 
sound and constructive advice in connection 
with the formation and administration of 
the many laws enacted during the past few 
years affecting business. 

Further, the scope for the future devel- 
opment of The Institute is unlimited, for 
as time goes on business will undoubtedly 
become more and more subject to govern- 
ment supervision and control, with the re- 
sult that the services of The Institute and 


its members will likewise become more and 
more important to both Government and 
business. 

This letter carries with it every good 
wish for The Institute’s continued success 
in all ways, and the hope that it will con- 
tinue to guide, instruct, and serve controll- 
ers as ably in the future as it has in the 
past. 

F. DUNNING 
The Yale & Towne Manufacturing Co. 


INSTITUTE WAS FIRST TO RECOGNIZE 
DISTINCTIVE DUTIES OF 
CONTROLLERSHIP 

To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

The Controllers Institute was, of course, 
the first organization that gave adequate 
recognition to the distinctive functions of 
controllership. Its active leadership and 
representative membership have made pos- 
sible an exchange of experience among 
controllers and given them an opportunity 
to register their opinions and to act in an 
advisory capacity to the Treasury Depart- 
ment, Securities and Exchange Commission, 
and other agencies of vital importance to 
the members in their functions as control- 
lers. 

It is, of course, to be hoped that the 
membership will continue to expand on a 
sound basis until it represents every im- 
portant company in the United States, with 
the weight of its influence and value to its 
members being correspondingly increased. 

L. M. NICHOLS 
General Electric Supply Corporation 


INSTITUTE MANAGEMENT PRAISED 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


While pursuing the policy of attending 
strictly to its own affairs and of engaging 
only in those activities which are helpful 
to its members and their companies, as 
well as to the general social and eco- 
nomic welfare, the Controllers Institute of 
America during the first ten years of its 
existence has established itself as a thor- 
oughly sound and competent organization. 
Proof of this lies in the steady growth in 
membership which has been realized each 
succeeding year. 

The Controllers Institute of America has 
the natural advantage of a membership con- 
sisting of men who are engaged in similar 
executive work and who have a common 


understanding of one another’s problems, 
but it has reached its present goal because 
it has had wise and able management— 
and it would seem fitting on this occasion 
that that fact be acclaimed. 
Roy S. HOLDEN 
Public Service Company of Northern III. 


INSTITUTE HAS STRENGTHENED 
CONTROLLER’S POSITION 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


The Institute was founded to further cer- 
tain purposes and fulfill certain functions 
with which all member controllers are per- 
fectly familiar. 

However, due to an apparently changed 
conception of society on the part of a ma- 
jority of the citizens of our country which 
has arisen since 1932, and the many new 
laws, social, regulatory and otherwise, re- 
sulting therefrom, the present trend in the 
business world seems definitely to be more 
and more toward organization into groups 
determined by industry, profession or trade. 

Therefore, were it not for the Control- 
lers Institute, a group organization, those 
exercising controllership functions would 
have ‘“‘no place to go,” which in view of 
the current trend would almost inevitably 
result in controllership’s being held in less 
regard by management, possible absorption 
of numerous duties now regarded as those 
of a controller by others, and a consequent 
limiting of the future of controllership to 
the individual. 

WEIR MITCHELL 
R. M. Hollingshead Corporation 


CONTROLLER BULWARK AGAINST 
STRESS 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


During the first ten years of the Con- 
trollers Institute of America the position of 
Controller has become established and is 
now recognized as a necessary administra- 
tive office in well-organized business enter- 
prises. 

During the next ten years the Controller, 
by reason of his function in his own com- 
pany, can be a force in maintaining strong 
and healthy the economy of which he is a 
part and which, during that period, will be 
subjected to great stress. 

J. H. Goopwin, Jr. 
Columbus McKinnon Chain Corp. 
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Political Banking 
(Continued from page 336) 
son program and the Coolidge regime, 
we are justified in examining the new- 
deal plan very carefully. 


No OTHER PRESIDENT HAD ENOUGH 
MONEY FOR ROOSEVELTIAN 
REFORM 


A simple approach to this vast 
problem is to ask yourself why no 
other President thought to adopt the 
social reforms of Roosevelt. See how 
popular they have been with the vot- 
ers. That is why he was able to be 
elected a third time. Has no other 
President from Washington down to 
Hoover desired to guarantee bank de- 
posits, help the youth, the sick, the 
unemployed and the farmer? Of 
course they have, but where could they 
get the money? Where did Roosevelt 
get it? For one thing, he increased the 
federal debt in peace time. From 1933 
to date, the federal debt has increased 
about 25 billions. That is as great an 
increase as we needed for the entire 
first World War. It makes us realize 
that social experiments, like everything 
else, cost money. 

It has always been a sound principle 
of government finance that the nation’s 
debt should be reduced in peace time 
to safeguard the nation in time of war. 
When Woodrow Wilson faced an 
emergency, we had a federal debt of 
only one billion and the nation’s en- 
tire borrowing ability was available 
and unused. Will not the handicap of 
our present huge debt of 50 billions 
offset any gains we have had from so- 
cial legislation? Would it not have 
been sounder and wiser to pay for our 
social benefits as we enjoyed them ? 


WHAT PRICE GOLD AND SILVER ? 


To finance his ambitious plans, the 
President also commandered four bil- 
lions of gold owned by our citizens. 
After taking it over he raised the price 
from $20 per ounce to $35 and thus 
made a paper profit of three billion 
dollars for his administration. This 
high price for gold has increased 
world production from 320 millions 
reached at the low point in 1922 to 


1,100 millions, or an increase of 300 
per cent. That gold is and has been 
pouring into the United States, until 
today we are holding 70 per cent. of 
the world’s total supply. That is the 
world’s working capital and we have 
disrupted world trade by cornering its 
supply of gold. But our day of reckon- 
ing lies ahead. We have given food- 
stuffs, raw materials, machinery, in- 
vestments and services, our real wealth, 
to the other nations to get that gold. 
What will they give us to get it back? 
We will find out when we take it out 
of the ground and start buying with it. 
When that day comes there will be 
such an oversupply of gold that prices 
will run away. Instead of having a 
paper profit of three billion dollars 
we will probably discover that we have 
given away five to ten billions of our 
real wealth. Our government is also 
buying most of the world’s output of 
silver metal. It is of no use to other 
countries or to us and when we liqui- 
date that ridiculous investment, we will 
probably lose 80 per cent. of all we 
have put into it. 

When the financial policies of this 
Administration are criticized, it always 
proudly points to the high price of 
government bonds. Those prices are 
high, frightfully high, about as high 
as commodities in 1919, and common 
stocks in 1929. 

Government bonds are high for 
just three reasons: 


1. Because of the almost unlimited 
supply of bank credit. 

. Because the banks, insurance 
companies and investors are 
afraid to invest in normal busi- 
ness enterprises. 

3. Because government bonds may 

be rediscounted for cash. 


N 


Government control of our banking 
and credit machinery through the Fed- 
eral Reserve enables the government 
to create this condition. We have been 
paying part of the price of it as we 
went along. A plethora of bank credit, 
low interest rates and high government 
bond prices supported the administra- 
tion’s social program. But those same 
factors prevented recovery in private 
business and in agricultural prices. 
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It should be obvious that the present 
administration is making the same 
banking mistakes that previous admin- 
istrations made. Wilson financed his 
program with bank credit issued 
against commodities at inflated prices. 
Coolidge financed his with bank credit 
issued against common stocks at in- 
flated prices. Roosevelt is financing 
his with bank credit issued against gov- 
ernment bonds at inflated prices. 

For a while this type of unsound 
financing seems to work. The higher 
you put prices, the more bank credit 
you create. The more bank credit you 
put out, the higher go the prices. When 
this is done as government policy no 
one can stop it until it falls of its own 
weight. That is why, after it has been 
under way a couple of years, we are 
fooled by it and join the procession. 
That is why everybody wants commod- 
ities and farms in 1919, common stocks 
in 1929 and government bonds in 
1941. 

But there is always an end to the 
road. The high prices are finally their 
own undoing. The high price of com- 
modities in 1919 led to such an in- 
crease in output that physical impact 
of over-production finally broke the 
market’s back. In 1929, high stock 
prices caused old stocks to be split up 
and new ones to be issued so rapidly 
that the market crashed. 


“MAKING MONEY” BY 
GOVERNMENT Bonp IssuEs 


Right now, financing with govern- 
ment bonds is in full bloom. The 
politicians vote a billion for this or 
ten billions for that. A little paper, 
ink and a high-speed printing press 
and the money is there. The govern- 
ment writes the checks, the people put 
the money into banks or insurance 
companies and they buy government 
bonds. Thus the money goes right 
back to the politicians to spend all 
over again. Except that bank deposits 
have increased, insurance has increased 
and there are more liabilities outstand- 
ing in the form of government bonds. 
Our commercial banks hold 16 billions 
of government bonds. Against these 

(Please turn to page 356) 
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A COMPLETE INVESTIGATION OF A VITAL ARM OF CONTROLLERSHIP 
and the First One Ever Made! 


ANNOUNCING PUBLICATION OF 


‘‘Controllers’ Manuals of Instruction”’ 


paper—72 pages 


] to F to 
$ Non-Members ree Members 


By The Committee on Technical Information and Research 
of The Controllers Institute of America, Chairman, Roy S. Holden 


Based on findings in 43 industries in every section of America 


No controller can say yes or no to the value of Manuals of Instruction until he has read this report, backed 
up with case examples from important strata of diversified industries. The report is not concerned with what 
should be done, but with what is being done, yet by reading it, one can discover what should be done: Where 
manuals are useful: How much detail is necessary in which situations: When cost does and does not justify 


the use of manuals: Types of manuals: Factors affecting their usefulness. 


A Book That Will Answer These Questions Form of the Book 
_ . ! I—Types of manuals, Use, Clas- 
on Controllership for You! sification of accounts, Treat- 
J ment of forms, Centralized and 
1) When are manuals useful? 6) Why do some controllers find decentralized offices, Size of 
; manuals of no use? Company, Place of Individual. 
2) How detailed should your man- I1I—Comments by Committee mem- 
7 ; 3 ee ¥ s 
ual be? 7) How do manuals help your ac bers on their own company us- 
: counting system to serve man- age. 

3) How does size of company af- agement better? I1I—Case examples from Common- 
fect need for and form of your ; wealth Edison Co., Phillips Pe- 
Peete 8) How should plant, branch office troleum Co., Swift & Co., The 

and general office manuals dif- Kendall Co., Lockheed Air- 

4) How much should your manual fer? craft Corp., and others. 

“Ost? é v— ar study 
cost: 9) How many companies use man- ed ae 

5) How much work and money uals? usage, functions, materials 
should it take to keep your | 10) What forms do they find most nonin Se enaes of account- 
manual up-to-date? successful ? oc ee pate ready guilitaiiiaia: 
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One East Forty-second Street 
New York City 
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tion” for delivery on publication. 
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Political Banking 
(Continued from page 354) 

our people hold 16 billions of de- 
posits. How surprised those people 
would be to learn that if they give the 
government 16 billions with which to 
pay off the bonds, then they could 
withdraw their deposits. Balance the 
books and the people are 16 billion 
dollars poorer than they think they are. 
It is certainly an easy way of creating 
money and we can understand how this 
administration can guarantee bank de- 
posits, unemployment and old age in- 
surance, pay for our own defense and 
finance England. 

After our experiences in 1919 and 
1929, it should be easy for us to visual- 
ize what the end of this program will 
be. As long as it works the public 
will demand that more and more 
money be created in this easy fashion. 
And the politicians will gladly com- 
ply. If one crowd becomes scared an- 
other will be elected in its place. And 
some day, perhaps when there are 80 
billion dollars of government bonds out- 
standing or 150 billion or 200 bil- 
lion, but some day, just as there came 
a time when there was too much of 
commodities, and a time when there 
were too many stocks, some day there 
will be too many government bonds. 
And the investors will not want them, 
the insurance companies will not want 
them, the banks will not want them 
and the public will not want them. 


GOVERNMENT'S FAIR EXCHANGE 
Is No BARGAIN 


Now the politicians have already 
anticipated that day. They do not in- 
tend that there be another stam- 
pede and crash in prices as there was 
in 1919 and 1929. In September, 
1939, when the war scare developed 
and the price of government bonds 
started slipping, it was promptly an- 
nounced that the Federal Reserve 
banks would loan par on government 
bonds. That rule is still in force and 
is tantamount to an offer to redeem 
with inconvertible paper money. What 
would the politicians say if private 
business and bankers proposed that 
they be permitted to discharge their in- 
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terest bearing debts with unsecured 
1.0.U.’s? 

It must be obvious that this third 
great adventure in political banking 
has also done things with our Federal 
Reserve Banking System which were 
never intended when it was adopted. 


THE MEDICINE WAS POISON 


In these twenty-seven years of cen- 
tral banking under political supervi- 
sion, our politicians have made all the 
mistakes the Federal Reserve System 
was intended to correct, such as unwise 
and extreme expansion and contraction 
of bank credit; frozen assets in one pe- 
riod and harmful liquidity in another; 
loans against inflated prices; long term 
assets behind demand deposits; loans 
to poor risks; throwing good money 
after bad; bank credit used for cap- 
ital investment; and now we have the 
final achievement of making govern- 
ment bonds rediscountable into paper 
money. When this latest experiment 
in political high financing is liquidated, 
Mr. Roosevelt’s social reforms will be 
just as good as the paper money in 
which they are redeemed. 

We have come a long way in twen- 
ty-seven years. Instead of strengthen- 
ing our free economic system and im- 
proving our democracy, we adopted 
central banking, we used it to finance 
a participation in European wars. Then 
we followed Europe in state socialism 
and regimentation; now we provide 
the dangerous European expedient of 
paper money for the obligations of the 
government. 

I have quoted for you what the poli- 
ticians promised to do for the country 
by their supervision through the Fed- 
eral Reserve System. 


CONSERVATIVES WERE RIGHT 
IN 1913-1914 


Now let me quote what the conser- 
vative element feared would be done 
to the country by political control of 
banking. 

George M. Reynolds said, “It would 
put the whole fabric of credits into 
politics.” 

Paul M. Warburg, ‘It would bring 
about direct government management.” 


1941 


‘ BUS SINESS NEED NOT 


Senator Nelson A. Aldrich, “‘It 
might be able to control elections and 
insure the success of a political party.” 

President Arthur T. Hadley of Yale 
believed that the Federal Reserve Act, 
if passed, would lead to inflation on 
an unparalleled scale, with consequent 
depreciation. 

Senator Elihu Root said on Decem- 
ber 13, 1913, ‘This bill proposes to 
put in pawn the credit of the United 
States; and when your time of need 
comes it is the United States that is 
discredited by the inflation of its de- 
mand obligations which it cannot pay.” 

Those were the forecasts of con- 
servative Republicans twenty-seven 
years ago. Recently the staunch New- 
Dealer, Democratic Senator Byrd of 
Virginia, said, “It is misleading to 
raise this debt limit to 65 billions when 
we know that it will reach 75 billions 
by the end of the next fiscal year; and 
nothing is being done to stop it from 
going to 100, 125 or 150 billions. 
There is no greater service than Con- 
gress and the Executive can do than 
to save the country from uncontrol- 
lable inflation.” 

Gentlemen, you have heard the evi- 
dence and read the record. Is it not 
high time for the country to turn to 
its businessmen and bankers for guid- 
ance, and hold the politicians respon- 
sible for the power so freely given 
them and so frequently abused ? 
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“HERE | AM, 
IN LOVE WITH A MACHINE!” 


e “T never realized an adding-calculating machine 
could be the answer to a maiden’s prayer! Maybe 
it isn’t love, exactly — but I do have a crush on 
that new Model M Comptometer! 


e “Well, why not? Together, we turn out figure 
work in record time — addition, subtraction, multi- 
plication, division! And I mean accurate figure 
work — because when I ‘fumble’ a key stroke (and 
every operator does that occasionally), the Compt- 
ometer’s exclusive Controlled-Key safeguard locks 
the keyboard until I’ve corrected the error! 


e “Those no-glare answer dials make it easy to 
read off answers accurately, too — and just think, 
there aren’t any zeros to clutter up the answer dials 
unless they’re part of the answer! Together, that 
Comptometer and I can handle any figure-work 


assignment (flexibility, the Boss calls it). 


e “The Boss says that he knows now that those 
Comptometer ads he’s been reading are right, when 
they say the Comptometer handles more figure 


work in less time at lower cost!” 


Your local Comptometer Co. man is prepared to show 
you — in your own office, on your own work — how 
Comptometer machines and Comptometer methods can 
effect substantial economies in the handling of your 
figure work. 


Telephone him ... or, if you prefer, write to Felt 
& Tarrant Mfg. Co., 1734 N. Paulina St., Chicago, II. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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A Treasurer Looks 
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22, 1868 and directed to the manager 
of our Massachusetts factory. 


“Friend Wyman: 

The first of Jany has come and 
gone. Since that day I have been 
preparing my a/c’s of 1867 for 
settlement. As this is Washing- 
ton’s 136th birthday (no Wage 
and Hour Act then) and feeling 
a desire to honor the father of his 
Country, I was impressed I could 
do it no better to my own advan- 
tage than looking over my Ledger 
and noting down those who had 
not balanced their a/c for the past 
year and write them a friendly 
letter. 


If when you are next in the vil- 
lage you will please call we can 
adjust our a/c and I shall be 
pleased to continue our friendly 
relations both socially and in busi- 
ness. (Those social and business 
relations, I am told, always in- 
volved a jug of rum. But to con- 
tinue) — 

You will not think by this I 
write a// business letters of this 
length. This is my 10th this 
morning but none are of this 
form—but short and sweet. Trust- 
ing I may see or hear from you 
soon, I am 

Yours Truly, 
(Signed) Wm. H. Morse.” 


This other letter was addressed to 
our bookkeeper, who then handled 
credits for the company. 


“Dear Friend: 

I do not like your letter about 
my account. For your informa- 
tion and in order to be fair with 
those who give me credit, I place 
all of my bills in a hat each 
month and draw out the number 
that I can afford to pay. If you 
don’t stop sending me those dun- 
ning letters, I won’t even put your 
bill in the hat.” 


COLLECTION LETTER TODAY LIKE 
ONE TO BEsT GIRL 


You will admit, I think, that in the 


“gay 90's” we had problems with cus- 
tomer relations but, unfortunately, the 
philosophy of treating them has 
changed from one of calling a spade a 
spade to one of making a collection 
letter sound like a timid approach to 
your first best girl. Let us admit that 
rugged individualism as practiced in 
New England is yielding in the march 
of a new social order, but do you see 
any ‘‘glamour” or ‘oomph’ in letters 
that endeavor to preach and emphasize 
the Golden Rule? Sentences such as 
“The sun may be shining for you but 
it is a rainy day for many families” or 
“On this bright and cheerful day I just 
don’t feel like writing you a dunning 
letter’’ or, a Mother Goose rhyme with 
heart string appeal, such as, 
“Send us your check and you will 
be 
Both cheerful and happy, and so 
shall we.” 


Now, it is true that these bubbling 
letters rate a gold medal in the minds 
of certain collection psychologists, but 
we rate them as first-class bunk, and it 
is our Opinion that most are consigned 
to the waste basket. We believe that 
buyers have confidence in an organi- 
zation that follows its accounts with 
precision and one that insists upon 
settlement without the use of language 
having that bed time story appeal. 

I have had some things to say to our 
men about records and statistics, a sub- 
ject in which you credit executives are 
genuinely interested. We give no 
houseroom to the man who feeds busi- 
ness to accounting supply houses for 
forms that John Jones is using effec- 
tively unless those same forms meet 
the conditions of our own business. 
Our policy is that you must keep 
neither too many records nor too few, 
and must keep the right ones in the 
right way. We are not scratching our 
heads most of the time about the in- 
ternal office procedure which governs 
the order from its entry to the pay 
files, except to insist that those meth- 
ods measure up to common sense ef- 
ficiency. We know that the most per- 
fect systems are very often bungled by 
inexpert handling and that is where 
the human equation dominates. We 
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are not interested in forms, records, or 
collection letters of the so-called ‘‘blue 
ribbon’’ variety. 


STATISTICS THAT MANAGEMENT CAN 
USE 


It is amazing how many operations 
are to be found in some Credit and 
Collection Departments which are ex- 
traneous and totally irrelevant to the 
prime and necessary functions of ap- 
proving credit and collecting the com- 
pany’s money. We feel that these op- 
erations should be streamlined by use 
of an occasional purge. We are not 
interested in Credit and Collection De- 
partment statistics unless they are pro- 
ductively used as tools in the hands of 
management. We do, however, make 
very decided use of statistics showing 
collection velocity, outstanding receiv- 
ables in arrears, the aging of accounts, 
the amount of orders turned down, the 
amount of bad debts, the trend of fail- 
ures and their effect upon our business, 
general collection conditions and com- 
plaints directed at Company credit 
policy. 

We believe that it is essential to 
age our accounts receivable periodi- 
cally, to analyze accounts that are in 
arrears and remove them from current 
classification, take bad debt action 
promptly when the account is of ques- 
tionable collectibility, and maintain a 
permanent record of the volume of 
business refused for reasons of credit. 
When forecasting and budgeting are 
factors in operating policy and a de- 
termination of future treasury position 
is necessary, we hold the Collection 
Department responsible for an esti- 
mate of cash expectations. The Col- 
lection Manager has a distinct respon- 
sibility in the success of forecasting 
and balance sheet projection for ex- 
ecutive Management use. 


Must KNow How To COMBAT 
CasH DiscOUNT ABUSES 


Our men must know how to combat 
cash discount abuses and in extreme 
cases make the customer understand 
the significance of the word ‘‘no.” We 
have had our experiences with chiselers 
and sympathy-seekers, and with many 
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How many dight-Slaves 
in your department? 





Experts say that 80% of the draftsmen and 
stenographers employed in industry in normal 
times have defective vision. Approximately 40% 
of the machinists have measurable eye defects. 


Now—in the most important production era in 
our history—older employees are coming back to 
work. To the task of learning new skills and teach- 
ing old hands new tricks, add the fact that 70% 
of the workers in the 40-50 age bracket have de- 
fective vision, and 80% in the 50-60 age group. 

Isn’t it time to give your plant and your employees 
every possible aid in the tasks of seeing? Isn’t it time 
to reduce eye strain and fatigue in your department? 

In duplicated materials especially . . . the in- 
structions, job tickets, production orders, specifi- 
cations and reports so essential to modern business 
. ». you can give your people the sight protection 
they need—with the help of Mimeograph dupli- 
cation. 

A recent research* indicates that duplicated copy of 
standard quality, produced on the Mimeograph du- 
plicator with Mimeograph brand supplies, was ap- 
preciably easier to read than sub-standard quality 
copy. More than twice as much lig ht was needed to Scientists tell us our eyes were evolved primarily for dis- 
read the sub-standard copy as easily as the standard tant vision, for seeing faraway objects out-of-doors in 
copy. The standard copy was read 6% faster than daylight. Within the last few centuries, however, civiliza- 
the sub-standard copy. tion has moved us indoors and imposed prolonged, critical 


; ; f high tasks of near-vision on our eyes. Whether or not we have eye 
You can get good duplicated copies of hig read- defects, we are all slaves to near-vision tasks—sight-slaves. 


ability with Mimeograph equipment. You can get 
them economically. It’s good business and good 
employee relations to do so. Call the Mimeograph FREE | The Visibility Yardstick lets you judge your 
distributor in your community for assistance—or ® own duplicated materials for yourself. See if 
write direct to A. B. Dick Company, Chicago. they come up to accepted visibility standards. Send the €3 on 


coupon today for your free copy of The Visibility Yardstick. MSIBIUTY 
*Luckiesh and Moss, Sight-Saving Review, Volume 9, 1939, p. 295. YARDSTICK 





A. B. DICK COMPANY 
Dept. K-941 
720 W. Jackson Blvd., Chicago, IIl. 


Mimeograph . | Send me a free copy of The Visibility Yardstick. 
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who exist on the city-slicker complex. 
In these cases we believe in being 
tough, knowing that this attitude 
builds respect if, on occasion, it fails to 
build good will. But when dealing 
with this so-called “terms chiseler’’ it 
is not our feeling that all of the blame 
rests with him. Laxity in handling his 
account in the past may have encour- 
aged him in the belief that he can pay 
90 days late and get away with it. 
This terms chiseler understands that 
with money available anywhere from 
two to four per cent. and call money 
as low as one per cent., business can 
not profitably allow two per cent. 
discount for payment in 10 to 30 days. 
Such a concession can be made only 
by loading the selling price of the 
product. You know it, he knows it, 
and for that reason sound business 
practice demands respect for and rigid 
adherence to established terms. 


SAFETY PRINCIPLES IN INSTALLMENT 
SELLING 


If your business involves installment 
selling, as ours does, we believe that 
the adoption of certain additional 
safety principles is highly important. 
We act on the theory that the down 
payment should be large enough to 
give our customer a sense of owner- 
ship. We reason that he will not want 
to be deprived of his property by re- 
possession if a relatively large sum al- 
ready has been invested in the mer- 
chandise. Our guiding principle has 
long been that the unpaid balance 
should at no time be greater than the 
resale value of the goods and that the 
period of payment should not outlast 
the period of usefulness or marketabil- 
ity of the article which he has pur- 
chased. In relatively few cases it has 
been necessary for us to replevin mer- 
chandise and, in fewer still, the market 
value at the time of repossession has 
been less than our unpaid equity. On 
such transactions we keep hammering 
away to get payment promptly when it 
is due. If that payment fails to put 
in an appearance we then get busy, 
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take a look at our collateral and, per- 
haps not unlike the banker, hope for 
that feeling of satisfaction which 
comes to the cat once it has success- 
fully licked the cream off the morning 
milk. 

We have very positive views re- 
specting the value of meetings such as 
you are having during this two-week 
period. Our credit managers believe 
in these meetings for the purpose of 
discussing company policy, general 
economic conditions, doubtful accounts 
concerning which there has been un- 
favorable experience, credit and collec- 
tion technique, and other topics of in- 
terest to a particular group. And we 
want them to collaborate with their 
associates by laying all the cards on 
the table. These meetings are not the 
place for the cocktail hour and the fa- 
tigue hat. We who attend should 
make a definite contribution to busi- 
ness intelligence and only to that ex- 
tent can we expect to yield a return 
from our attendance, do a constructive 
job in self-improvement and, by an 
exchange of ideas, in company im- 
provement. 

Finally, we believe that the decision 
of the experienced and successful 
credit man in passing upon a patticu- 
lar line of credit must always involve 
careful appraisal of antecedent infor- 
mation, investigational facts, financial 
data, and reasonable security. Credit 
and collection management is serious 
business and the use of vigilance is the 
credit man’s obligation to the financial 
department in any enterprise. He must 
know the underlying causes of busi- 
ness failure, the fundamental impor- 
tance of management in all business, 
and the penalty attached to inadequate 
investigation and analysis. But this 
critical examination of essential facts 
must be supplemented by an active in- 
terest in the buyer’s progress, his repu- 
tation for integrity, whether or not he 
has demonstrated ability to operate a 
business successfully and, given the 
same type of management, his pros- 
pects and their effect upon the eco- 
nomic well-being of the credit man’s 
own principal. All of these consider- 
ations must be explored and carefully 
weighed prior to decisive action. 


FuTUuRE Hoips PLACE FOR ABLE 
CREDIT EXECUTIVE 


I see in the average business struc- 
ture a real opportunity for the credit 
man who looks beyond his nose, one 
who is not thinking exclusively in 
terms of ledgers and accounts, one who 
is sales-minded, production-minded 
and finance-minded, and for one who 
intends to be far more than an inci- 
dental phase of the operating pro- 
gram. In normal times there is always 
a demand for credit executives having 
the perspective of general manage- 
ment, organizing ability, initiative and 
the will to face a changing national 
order. That demand increases in pro- 
portion as we are confronted with 
thoughts about the managerial revolu- 
tion, the new American economy, state 
socialism, and the regimented life. Lit- 
tle we know of what lies ahead, but 
no matter what the post-war world is 
like, if we raise our sights above the 
underbrush of this conflicting opinion, 
it will not be difficult to find a place 
in that world for men who know how 
to master the problems of credit man- 
agement. Your conference takes place 
in troubled days, and there is no cure 
for troubled times except that it be in 
the right thinking and the right de- 
cisions of men. I am sure that you 
are meeting this challenge. 


ADDITION TO INSTITUTE’S 
STAFF 


Mr. J. Longan Hauer has joined the staff 
of The Controllers Institute of America, as 
managing editor of ‘The Controller,” and 
as an assistant secretary. Mr. Arthur R. 
Tucker continues to serve as editor of ‘The 
Controller.” 

Mr. Hauer is a native of Chicago, and a 
graduate of Yale University with a B.A. 
degree. He had newspaper experience in 
Texas, and with the McGraw-Hill publica- 
tions. While at Yale University he ma- 
jored in sociology, receiving the highest 
departmental honors in thesis and compre- 
hensives. He graduated at the head of that 
department. He also took courses in eco- 
nomics, history, and English. At Choate he 
graduated cum laude, third in a class of 
130, and was a member of the Literary 
Board. He also is proficient in French. 

His early experience included service as 
an ordinary seaman on a tanker owned by 
the Cities Service Oil Company. In a previ- 
ous summer he served as a greasemonkey 
for the Manhattan and Queens Bus Corpo- 
ration, and still earlier he served as a truck 
driver, delivering new trucks for the Mack 
Truck Company of Houston, Texas. 














Quick decisions and quick action 
on the part of management—fast 
movement of orders, materials and shipments—fast 
handling of payrolls—all depend on figures of control. 


Without such figures, fast defense production would be 
impossible; with them, fast defense production becomes 
a reality. 

In government and defense industries thousands of Bur- 


roughs machines are providing essential records and 
control figures—in less time, with less effort, at less cost. 
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tion in which the consideration on 
each side consists in whole or part of 
items other than cash or the purchas- 
er’s obligation to pay cash. If in your 
opinion the proper treatment ‘depends 
on the circumstances” I would particu- 
larly appreciate an indication of the 
criteria which you consider controlling. 

I shall very much appreciate an ex- 
pression of your views on this matter. 


WILLIAM W. WERNTZ 


Chief Accountant 
Securities and Exchange Commission 


Memorandum Sent to 
Committee Members 


FACTS: The A Corporation in 
1934 purchased for $5,000,000 in 
cash 1,000,000 shares of the X Com- 
pany. The B Corporation in 1936 
purchased for $7,000,000 in cash 
800,000 shares of the Y Company. 
In 1941 A and B arranged to ex- 
change the securities of X and Y with- 
out other consideration. The shares 
held in X and Y amounted to 15 per 
cent. respectively of their outstanding 
securities. A and_B are not affiliated. 

CASE A: At the time of the ex- 
change the market quotation for the 
X stock is $8 per share, and for the 
Y stock $10 per share. Market trans- 
actions in shares of X and Y, respec- 
tively, amount each year to 30 per cent. 
of the total outstanding shares. 

CASE B: Assume the same facts as 
in (A) except that the market quota- 
tions are $2 for X and $2.50 for Y. 

1. One view expressed is that in 
an exchange transaction the cost at- 
tributable to assets acquired is the cost 
of those given up and that no profit or 
loss need be recognized. Adherents 
of this view maintain that the appar- 
ent profit or loss, computed by com- 
parison with market or other values, is 
“unrealized” and exists on paper only. 
They point particularly to the 1928- 
1930 period as illustrative of the dan- 
gers of treating such paper profits as 
realized. 

2. The second view expressed is 
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that an exchange is equivalent to a 
sale and that the fair value of the as- 
sets parted with is relevant to a deter- 
mination of the cost of the assets 
acquired and insist that an exchange 
is an event that requires recognition 
of profit or loss on the basis of the 
fair value of the consideration given. 
In the absence of contradictory evi- 
dence they might in a proper case 
accept cost as a measure of fair value. 

3. A third view is that an exchange 
requires recognition of loss, if reason- 
ably demonstrable, but that profits may 
be recognized only by inclusion in a 
special account, pending ultimate real- 
ization through disposition of the as- 
sets acquired. Adherents of this view 
maintain that while a corporation may 
not write assets up and thereby realize 
income, objectively determinable losses 
should be taken or provided for and 
that an exchange consummated on a 
basis which indicates a loss is an event 
which makes such losses objectively 
determinable. 


The Committee’s Answer 


Mr. William W. Werntz 
Securities and Exchange Commission 
Washington, D. C. 

The Committee has carefully consid- 
ered the question raised in your letter 
of June 17, 1941, and it is the con- 
census of the Committee that, in gen- 
eral, any demonstrable loss resulting 
from an exchange or barter of prop- 
erties, securities or otherwise, should 
be recorded in the books of account, 
but the unrealized profit need not be 
unless a corresponding Reserve is pro- 
vided. 

In applying this opinion to the spe- 
cific examples contained in your com- 
munication, it must be recognized that 
it related to entries on the books of 
account and not to requirements with 
respect to Federal Income Tax. 


S. W. DuHIG 
Chairman 


Committee on Cooperation with the 
Securities and Exchange Commission 


Government Price Ceilings Apply 
to Everyone but the Government 


It might be well for controllers of 
companies which have occasion to 
purchase goods from the Federal Gov- 
ernment to remember that they are 
dealing with the left hand of the gov- 
ernment and that the right hand know- 
eth not what it doeth. 

Legally speaking, ‘The United 
States as a contractor is not liable for 
its acts as a sovereign.” This from a 
recent decision of the Comptroller 
General of the United States in the 
case of B. Shapiro & Company (Vol- 
ume 20, “Decisions of the Comptrol- 
ler General of the United States’). 

B. Shapiro & Company submitted 
the high bid on a lot of ferrous and 
non-ferrous scrap metals at the Nor- 
folk Navy Yard, Portsmouth, Virginia, 
on March 18, 1941. This lot consisted 
of 75 per cent. iron and steel and the 
balance aluminum and zinc. The very 
next day, March 19, the government 
announced that ceiling prices for re- 


melting and scrap zinc would be issued 
by Washington. On March 24, Leon 
Henderson issued prices fixing a max- 
imum on aluminum clips of 1414 cents 
a pound. Since Shapiro & Company 
had bid on the lot of scrap metals in 
the expectation of selling aluminum 
clips at 28 cents per pound and scrap 
zinc at 914 cents per pound to two 
companies short of those materials, the 
ceilings, they said, would force them 
to take a loss. 

Shapiro & Company asked that it be 
released from their contract, which was 
dated March 25, or be allowed to sell 
its aluminum and zinc at the prices 
figured in the bid. 

It was pointed out that, under a 
formal contract of March 25, the gov- 
ernment would be selling scrap iron 
and steel at prices above the ceilings 
for such scrap as set by Mr. Hender- 
son. 


The Comptroller General's reply to 








such logic is as follows: “The maxi- 
mum price orders were issued by the 
United States not as a contractor, but as 
a sovereign. . . . It is the established 
rule that the United States as a con- 
tractor is not liable for its acts as a sov- 
ereign. . . . Furthermore, while the 
maximum price orders were issued for 
the avowed purpose of obtaining coop- 
eration with the Government in main- 
taining price stability, there is nothing 
therein even purporting to bind the 
government, in selling its accumulated 
scrap materials, to the prices fixed 
therein. .. .° 

The case recalled that of American 
Smelting and Refining Company v. 
United States, where the claimant was 
held to its contract price under a con- 
tract for delivery of copper to the Fed- 
eral Government, although a higher 
price for copper was fixed by the gov- 
ernment before American Smelting and 
Refining Company was able to start de- 
liveries. 


CAN FIND NO CRITICISM OF 
REPORT ON MANUALS 
To Mr. R. S. Holden, Chairman 
Committee on Technical Information. and 

Research 
CONTROLLERS INSTITUTE OF AMERICA: 

It has taken me some little time to re- 
view the report on Controllers Manuals 
and Instructions which was sent out un- 
der date of March 31, 1941. I have made 
a serious attempt to find something to 
criticize and have gone through the report 
completely. 

I am sorry to say that the report is so 
complete and contains so much informa- 
tion that I have not been able to find any- 
thing to criticize. I think, however, that 
this report may be used as a reference 
book to considerable advantage and would 
suggest that a very careful and complete 
index might be useful. 

Many companies that do not issue man- 
uals do issue instruction letters from 
time to time, and I have already selected 
several suggestions from the experience 
of other members as included in the report 
that will be of considerable use in this 
company. 

Outside of this I think that a very 
creditable job has been done and that you 
are entitled to congratulations, not only 
from the members of the committee, but 
from Institute members as a whole. 

L. W. FIELD 
Willcox & Gibbs Sewing 
Machine Company 
(P.S. The Index was added to “Con- 


trollers’ Manuals of Instruction’’—free to 
members, to others, a dollar—The Editor) 
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MANAGING DIRECTOR 
CONGRATULATED 
To ARTHUR R. TUCKER 
Controllers Institute of America: 

The Tenth Anniversary meeting of The 
Institute should be an occasion of great 
pride to you. It is because of your able 
guidance that The Institute, in the short 
space of ten years, has become an important 
factor in our complex business life of to- 
day. 

All controllers owe a great deal to The 
Institute. It has helped them to gain rec- 
ognition. More important, it has pointed 
out to them the responsibilities they must 
assume if they wish recognition. 

My congratulations to you, the Managing 
Director of The Institute. May the next ten 
years be equally productive. 

H. F. ELBERFELD 


Colgate-Palmolive-Peet Company 


CONTROLLERSHIP KEPT UP-TO-DATE 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

I wish to take the opportunity given by 
the Tenth Anniversary of The Institute to 
comment briefly on only one of the many 
advantages it has for its members, their 
companies, industry in general, and the 
government. 

The particular advantage I have in mind 
is the ability, by attendance at the various 
meetings, by committee work, and by read- 
ing the always interesting and valuable ar- 
ticles in “The Controller,” to keep up to 
date. Accounting and all other duties of 
the Controller have changed more in the 
past five years than in all the preceding ones 
and the Controller owes it to both himself 
and his company to keep up to the minute 
on all these changes. This he cannot do if 
tied down to his office desk and without 
ever taking a look at what is going on out- 
side of his own company. He is very for- 
tunate, therefore, in having at his service 
all the facilities of the Controllers Institute, 
the use of which is certain to keep his 
viewpoint fresh and up to date. 

Many times I have come away from meet- 
ings of the Institute with the very com- 
fortable feeling that the ideas and practices 
in use in my Own company were not only 
adapted to the needs of that company, but 
also right up to the mark in technique and 
established practice. One could never be 
sure about his without the opportunity to 
check with what others are doing, and the 
Controllers of this country are very fortu- 


nate indeed in having their own organiza- 
tion to keep them up-to-date in the very 
thorough and efficient manner provided by 
The Institute and its magazine. I am sure 
that this point is appreciated fully by all 
who are now members of The Institute, but 
if understood as well by the others, there 
would be a very large increase in our mem- 
bership. 

The Institute should be well pleased at 
its ten years of worthy attainments and will 
be justified in expecting even greater ac- 
complishments in the ten years to come. 
I am very glad to be a member and to give 
it my fullest support. 

I. D. DAWEs 


Virginia-Carolina Chemical Corporation 


OTHER EXECUTIVES SHOULD 
READ YEAR BOOK 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 
Having read it practically from cover to 
cover during my vacation, I want to com- 
ment most favorably on the Year Book. 
One thought that runs through my mind is 
that it is regrettable that more business man- 
agers or executives do not appreciate the 
real work of a good controller. If they were 
to read the Year Book, the subject matter 
would be a revelation to many presidents and 
vice-presidents of corporations throughout 
the country. 
Every good wish for continued progress 
of the Controllers Institute of America. 
OTTo SCHULER 
Nathan Schweitzer Co., Inc. 


WORK AHEAD FOR INSTITUTE 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

It seems to me that the Controllers In- 
stitute of America has alone given the 
Controller the position that he now holds 
in industry. Without its well conceived 
and well managed efforts to establish the 
Controller in industry, I imagine that only 
occasionally among companies would the 
Controller have the standing he now en- 
joys in so many organizations. 

It is my observation that The Institute’s 
work along this line has not been com- 
pleted and that the next ten years can well 
be spent in bringing to management a 
greater appreciation of the importance of 
controllership and educating the Controller 
to meet his increased responsibilities. 

F. E. Davis 


National Gypsum Company 
364 


PRAISE FOR “THE CONTROLLER” 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

The phenomenal growth of The Control- 
lers Institute during the ten years of its 
existence attests to the need for such an or- 
ganization. It is not just another some- 
thing to belong to; it is an alive, alert, 
aggressive group of professional men with 
common experiences to share, common 
problems to discuss, and common ideals to 
strive toward. 

I, for one, feel that “The Controller” has 
made a unique contribution toward The 
Institute’s ten-year achievement. It joins 
together the scattered Controls and their 
more widely scattered memberships as no 
meetings or conferences can. It acquaints 
Management with the field of Controller- 
ship for it has become a welcome magazine 
on any executive’s desk. It is spreading 
the gospel of Controllership throughout the 
educational world and is leading to im- 
proved courses of studies for coming Con- 
trollers. 

In short, I like the style and the content 
of “The Controller” and believe it upholds 
the traditions of The Institute admirably. 
Therefore, as we congratulate The Institute 
on its Tenth Anniversary and upon its wise 
leadership during the decade, I should like 
to add a sincere appreciation for The Insti- 
tute’s offspring, “The Controller.” 

D. H. ScHULTZ 
Leeds & Northrup Company 


1600 HEADS BETTER THAN ONE 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

It has been my privilege to be a member 
of The Institute for more than eight out 
of its ten years of useful life. In that 
time it has grown from infancy to a lusty 
adulthood. 

The roster of its present membership is 
indeed a tribute to the soundness of the 
originators in insisting upon the most rigid 
qualifications for election. In turn, the 
high caliber of men obtaining membership 
has infallibly contributed to the ever-in- 
creasing scope of its usefulness and its in- 
fluence upon members, their companies and 
government. 

To me, with the ever growing intricate 
problems facing management and control- 
lership, the access to the collective thinking 
of so many good minds, both through the 
Technical Committee, the articles and pa- 
pers published in ‘“‘The Controller’ and the 
ability to go directly to any individual 
member, is an anchor leeward which gives 
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considerable comfort—for I have reached 
that “sere and yellow” stage at which one 
admits that two heads are better than one. 

It would, too, be difficult if not impos- 
sible to find a group of men, who through 
the dignity of their bearing and the thor- 
oughness of the preparation of data and 
opinions, compel more respectful attention 
from taxing authorities, company manage- 
ments and public accounting firms. 

On this Tenth Anniversary, we can look 
back with considerable pride on what has 
been accomplished and forward to an en- 
hanced usefulness to our membership, to 
the public and to the government. 

A. J. P. EsTLIn 
The Distillata Company 


CONGRATULATIONS ON YEAR BOOK 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

We have received The Institute’s Year 
Book and you are to be congratulated on 
the preparation of the report for last 
year. It should be of value to all control- 
lers in reviewing the progress that was 
made during the year in connection with 
many of the important problems they 
have faced. 

There is only one suggestion for im- 
provement, and that is that if the books 
could be completed at an earlier date, it 
would be very helpful. 

H. W. BoA 
The Andrews Steel Company 


WOULD BE LOST WITHOUT 
YEAR BOOK 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

I was particularly pleased to receive the 
1940 Year Book of the Controllers Institute 
of America. It is the most valuable ref- 
erence book I have, and is the one that is 
kept on my desk for ready use, not only 
as to subject matter, but also for securing 
the names and addresses of members, which 
is so often necessary. I would be lost 
without it. The Managing Director is to be 
commended for a fine job in compilation. 

Oscar N. LINDAHL 
Carnegie-Illinois Steel Corporation 


MORE PRAISE FOR YEAR BOOK 
To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

It was a pleasure to receive, a few days 
ago the 1940 Year Book. 

I have wanted dozens of times to be 
able to check up on certain points brought 
out in the addresses given in last year’s 
Annual Meeting, and I will now be per- 
fectly happy until the next Annual Meet- 
ing. 

I have often wondered if there were not 
some way of keeping it currently up-to-date 
in loose leaf form. Is that too much to 
hope for? 

EpwiIn W. BuRBOTT 
A. B. Dick Company 
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REVIEWS of Recent Business Publications 


“TOP MANAGEMENT AND CON- 
TROL,” by Paul E. Holden, Professor of 
Industrial Management, Lounsbury S. Fish 
and Hubert L. Smith, Research Associates, 
Graduate School of Business, Stanford Uni- 
versity. Stanford University Press, Stan- 
ford, California. 239 pages. $4. 

In these days when expansions in man- 
agement are taking place, whether be- 
cause of immediate necessity or because 
of the result of long-range planning, this 
book furnishes valuable information. It 
represents a survey of corporate organi- 
zation and practice, and is another study 
in the Stanford Business Series. 

A group of 31 nationally known com- 
panies (not named), with total assets of 
approximately eight billion dollars and 
employing nearly 850,000 workers, was 
chosen for this research project. By type 
of industry there are four building ma- 
terial, five chemical, two food product, 
nine machinery and equipment, two non- 
ferrous metals, four petroleum products, 
two rubber and three steel and steel fab- 
ricating companies. 

There is no attempt to criticize or 
recommend any one plan of organization 
as ideal. Since it is obvious that no one 
company possesses or uses all the best 
ideas of management, there is here made 
available the management organization 
plans of these progressive, well-managed 
companies, in the belief that each com- 
pany can benefit from the experience of 
others. 

The book discusses organization prac- 
tices, using charts which illustrate types 
and actual plans of Top-Management Or- 
ganization. More than one-half the book 
is devoted to control practices, a section 
that will be of particular interest to con- 
trollers, as there is much factual informa- 
tion they can use in revamping their pres- 
ent organization along more effective 
lines. 

This is a constructive contribution to 
American industry and will prove stimu- 
lating to those concerned with the prob- 
lems of organization, coordination and 
control. 

Reviewed by RANDOLPH LANE. 


“CORPORATE DIVIDENDS,” by Donald 
Kehl, Member of the New York Bar. 
Published by the Ronald Press. 351 pages. 
$7.50. 

This work fills a real need for a guide in 
formulating dividend policies. Each declara- 
tion of a dividend presents problems of a 
managerial, legal, and accounting nature. 
The author has clarified the relationship of 
the accounting and legal aspects of the 
problem in such fashion as to help man- 
agement formulate dividend policies and 


avoid the pitfalls of declaring dividends 
which do not meet legal requirements, 
thereby preventing future liability to di- 
rectors and stockholders. 

Very few of the dividend statutes of 
the states are identical, and in most in- 
stances the legality of a dividend declara- 
tion depends upon the statute of the state 
in which the corporation is incorporated. 
These statutes have been interpreted by the 
author with a view to harmonizing accepted 
accounting principles with the legal con- 
cept. 

A brief historical background of dividend 
law is presented first, followed by the pres- 
ent dividend law in each state. There are 
three basic statutory rules for ascertaining 
the fund from which dividends may be de- 
clared: 1) The insolvency test for states 
which have the Massachusetts type of stat- 
ute, providing that directors shall be 
jointly and severally liable for debts of the 
corporation when they declare or assent to 
a dividend if the corporation is, or thereby 
is rendered, bankrupt or insolvent; 2) the 
balance sheet surplus test which follows 
the New York type of statute and which 
provides that “No stock corporation shall 
declare or pay any dividend which shall 
impair its capital, nor while its capital is 
impaired, nor shall any such corporation 
declare or pay any dividend or make any 
distribution of assets to any of its stock- 
holders . . . . unless the value of its as- 
sets remaining after the payment of such 
dividend . . . . shall be at least equal to 
the aggregate amount of its debts and 
liabilities, including capital’; in other words 
only the surplus of corporate assets over 
and above corporate capital and liabilities 
is available for dividends; and 3) the mod- 
ern net profit test which follows the Dela- 
ware statute and which provides that “in 
the absence of a balance sheet surplus, divi- 
dends may nevertheless be declared out of 
net profits for the fiscal year then current 
and/or the preceding fiscal year.” 

Considerations which apply to paid-in 
surplus, the capital surplus created upon 
the original issuance of stock, and reduc- 
tion surplus, created by a subsequent reduc- 
tion of capital or canceling of shares, is 
also treated, with an outline of conditions 
under which dividends may be paid to 
the common shareholders and under which 
dividends may be paid to preferred stock- 
holders. 

Chapters are devoted to the computation 
of the fund available under the balance 
sheet test and under the net profits test. 

The author treats at length the authority 
and discretion of directors in the declaration 
of dividends and the rights of stockholders 
to compel the declaration of a dividend; the 
form of payment of the dividend; and how 
and under what conditions a dividend once 
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declared may be revoked. The respective 
rights of the preferred and common stock- 
holders are also explained. 

Remedies for directors who declare il- 
legal dividends and for stockholders who 
receive illegal dividends, and a designation 
of the parties entitled to enforce liability, 
are dealt with in separate chapters. 

Consideration is given to the right of a 
surviving corporation to pay dividends after 
the sale of assets, merger or consolidation, 
and also to the problem of taxation of 
dividends. 

Throughout the volume the author has 
interspersed accounting problems illustrat- 
ing the points discussed, thereby clarifying 
the text. 

This is a book which the financial officers 
of corporations can read with profit and 
add to their libraries for reference when 
dividend problems arise. 


Reviewed by Louis W. JAEGER. 


“A SHORT WAR THROUGH AMERI- 
CAN INDUSTRIAL SUPERIORITY,” by 
Louis Marlio. Published by The Brook- 
ings Institution, Washington, D. C. 51 
pages. 25 cents. 

Mr. Marlio is one of those old-fash- 
ioned men, looked upon with scorn in 
editorial quarters today, who still cling 
to the belief that armies win wars. 

It has recently become unpopular, if 
not slightly immoral, to intimate that 
wars are won by a small section of a 
nation’s populace with tanks, airplanes, 
guns, bombsights and military strategy. 
The editorial pages of newspapers, intent 
upon’ discovering reasons for the fall of 
France point to insufficient French “mo- 
rale’’ (by whatever yardstick they meas- 
ure it), corrupt French politics, and im- 
mensely efficient bodies of Fifth Colum- 
nists. It is no longer an obvious fact that 
fifteen panzer divisions routed two French 
armored divisions in a flanking attack 
through Belgium and coastal France. 

Mr. Marlio, a distinguished European 
business man, engineer, economist, and 
governmental administrator, returns his 
reader to a position once taken for 
granted, that this is an industrial war, 
that Germany started it with an air force 
from four to five times greater than the 
combined aviation of England and France, 
and that Germany had thirty panzer units 
when she invaded Russia, as compared 
with the less than ten armored divisions 
granted Britain by the most optimistic 
statistics. 

Coming from Europe, Mr. Marlio has 
been amazed by the efficiency and produc- 
tivity of the American industrial system. 
Our power resources, he points out, are 
infinitely greater than Germany's, our 
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railroads are better, our labor supply is 
huge and healthy, copper and aluminum 
we can quickly produce in enormous 
quantities—indeed, we have everything 
necessary to win the European war ex- 
cept a war-time industrial basis. 

What is needed now, he states, is a 
24-hour day for all defense industries, a 
much stricter priorities system (even to 
the point of cutting down on certain less 
essential army contracts to benefit the 
vital production of guns, tanks, and air- 
planes), a change in government ‘“‘fixed 
fee’ contracts which will encourage large 
companies to subcontract and small com- 
panies to accept subcontracts. Mr. Marlio 
believes that small companies taking sub- 
contracts are not, at present, paid ade- 
quately for the risks they must assume. 

The argument presented here is one 
which presupposes the desire of the 
American people for an “all-out” pro- 
gram of armament—a desire, however, 
which has not manifested itself politically 
to the satisfaction of the administration. 
Mr. Marlio calls for a halt to automobile 
production, in order that the facilities 
now being used to build pleasure cars 
can be converted to the manufacture of 
heavy tanks and “taxi” planes. 

Mr. Marlio is so certain of the in- 
dustrial ability of the United States that 
he believes a short-time armament spurt 
will be sufficient to win the war, in view 
of the tremendously increased production 
effected by this country while only half 
at war. It will be several years before 
Germany would be able to take from a 
defeated Russia any more than she was 
taking before the war, he says, whereas 
full United States production over a pe- 
riod of two years should enable Britain 
to smash the Axis Powers as they smashed 
the little countries. 

Reviewed by J. L. HAUER. 


“MUNICIPAL ACCOUNTING FORTY 
YEARS AFTER,” by Thomas H. Reed. 
Published by the Municipal Finance Off- 
cers Association, 1313 East 60th Street, Chi- 
cago. 7 pages. 

In this address, delivered before the 
Municipal Finance Officers Association of 
the United States and Canada, Mr. Reed 
compares municipal accounting of 1901 
with that of 1941, finds much to be happy 
over, and a good deal still to be done. 

In 1901, recalls Mr. Reed, there was no 
such thing as a city-manager in the United 
States; there was nothing that could be 
called an executive municipal budget; not 
more than three municipalities had any- 
thing approximating a centralized purchas- 
ing system; and an integrated department 
of finance was unheard of. 

Although cities had been spending 
money for hundreds of years, there was 
generally no more than the most rudi- 
mentary form of municipal accounting, the 
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recording chronologically of cash receipts 
and disbursements. 

As for auditing, Frank J. Goodnow, in 
his “Municipal Government,” the first gen- 
eral college textbook on that subject, pub- 
lished in 1909, declared: ‘“. . . It may be 
said that this important matter has been 
almost entirely neglected in the American 
municipal system. It is true .. . chief 
financial officers commonly report to the 
mayor or council on the operation of their 

. Offices, but on account of the unscien- 
tific character of the ordinary city budget 
and the general defectiveness of the system 
of accounts as adopted in most American 
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cities the reports ... are unintelligible 
to the mayor and council and to the public 
generally. Beyond this matter of reports no 
effective provision for a regular, periodic 
examination of city accounts is made.” 
Although the manager plan has been in- 
troduced in nearly 500 cities and counties 
of the United States and the outline of a 
good budget system at least nominally is 
in effect in most cities and some counties, 
there is still not enough application of 
principles that have been learned, says Mr. 
Reed. The great majority of city budgets 
are awkwardly or carelessly constructed 
(Please turn to page 369, col. 2) 
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Factors in Valuation of Estate Assets 


Mr. Lyle H. Olson, Vice-President of 
The American Appraisal Company and a 
member of The Controllers Institute of 
America, contributes an article entitled 
“Appraisals for Estates” to the July issue 
of “Trusts and Estates.” 

One of the common causes of disputes 
between tax authorities and prospective 
beneficiaries in the administration of 
estates, he points out, is the inadequacy 
of valuation evidence. Mr. Olson dis- 
cusses in detail one of the common bases 
for argument—a definition of what is “the 
fair market value.” He demonstrates that 
the value of securities varies between 
those having a readily sizable market and 
those of closely held corporations, and he 
examines critically the common belief 
that corporation securities listed on Na- 
tional Stock Exchanges have a market 
value in accordance with the current 
quoted prices. Market prices for small 
blocks of stock may not be controlling as 
to market prices for large blocks, he says, 
just as quoted prices are never necessarily 
conclusive evidence of market value, since 
the character and extent of trading may 
result in market prices not representative 
of the block of securities under considera- 
tion. 

The influence of net worth and earning 
power on capital stock values, he points 
out, may be affected by the capital struc- 
ture and the character and_ relative 
amounts of bonds and preferred and 
common stocks, and in some _ cases, 
whether the stock represents a control- 
ling interest in the enterprise. 

Also included in Mr. Olson’s paper are 
discussions of valuation of tangible and 
intangible personality, insurance protec- 
tion and property maintenance, value of 
assets to devisees as compared with their 
market value, and the general method of 
appraising a block of stock. 


Required Use of Prospectuses in 
The Securities Industry 


In response to an apparently wide-spread 
misapprehension in. the securities indus- 
try as to circumstances under which bro- 
kers and dealers are required by the Secu- 
rities and Exchange Act of 1933 to de- 
liver prospectuses to their customers in 
connection with the purchase and sale of 
securities registered under the Act, Chester 
T. Lane, General Counsel, published an 
opinion late in July indicating that it is 
illegal for any dealer or broker to use the 
mails or instrumentalities of interstate 
commerce to offer or sell either the de- 
bentures or warrants of an issue on a 


when-issued basis before the registration 
statement has become effective. 

Using the trading in securities of 
American Telephone and Telegraph Com- 
pany as an example, Mr. Lane cited the 
case of a circular distributed by a broker 
or dealer to his customers, describing the 
debentures offered by A. T. & T. and the 
rights and suggesting that he would be 
glad to receive and execute orders after 
the statement became effective. This was 
no less a violation of the statute than a 
circular inviting the immediate submis- 
sion of orders before the effective date, 
said Mr. Lane, and the same would be 
true even if a “hedge clause” had been 
inserted, specifically disclaiming intent to 
solicit orders. 

Once the statement has become effec- 
tive, there is no prohibition against of- 
fering rights and debentures, or soliciting 
orders to buy them, but the Act requires 
that any prospectus relating to a regis- 
tered security, that is transmitted through 
the mails or in interstate commerce, must 
be in the form of or accompanied or pre- 
ceded by the formal prospectus filed by 
the issuer with its registration statement. 
Even if, in a particular sale, no use is 
made of the mails or interestate com- 
merce to offer the security or solicit or- 
ders to buy it, the security itself must 
still be accompanied or preceded by the 
formal prospectus when the security is 
delivered through the mails or in inter- 
state commerce, stated Mr. Lane. 

The opinion was accompanied by a 
number of case examples for clarification. 


AMA Conference 

The 1941 Eastern Conference of the 
American Management Association, to be 
held’ Wednesday and Thursday, October 1 
and 2 in the Benjamin Franklin Hotel, 
Philadelphia, is to feature discussion of 
“Personnel and Industrial Relations—Man- 
agement’s Number One Priority.” 

Included in the list of topics are, Griev- 
ances, Union Negotiations, Labor Rela- 
tions, Mediation, Testing, Selection, Train- 
ing, Supervision, Pirating of Help, Incen- 
tive Plans, Effect of Economic Changes on 
Wages, and Basic Labor Policies. 


Industrial Specialists, Accountants, 
and Economists Needed 


A special effort is being made by the 
United States Civil Service Commission 
to obtain a greatly increased number of 
applications in the fields of industrial 
specialists, accountants, and economists. 
Urgent need for qualified men in these 
classifications has arisen in staffs of rap- 
idly expanding defense agencies. 
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Seventeenth Annual Convention of 
National Association of Bank 
Auditors and Comptrollers 


The National Association of Bank 
Auditors and Comptrollers will hold its 
Seventeenth Annual Convention at the 
Palmer House, Chicago, October 8 to 11. 

The educational displays and exhibits 
of equipment have been arranged for the 
benefit of bankers interested in tuning up 
operations to meet present day problems. 
Annual banquet is to be held Friday, 
October 10, highlighting a well-rounded 
program of convention entertainment. 


Controller Addresses Executives 


Mr. W. J. Jarrett, vice-president and 
controller of Manning, Maxwell & Moore, 
Inc., was designated to deliver the prin- 
cipal address at a meeting of foremen 
and executives of the Hancock Valve 
Division in the Minerva Hotel, Boston, 
Massachusetts, June 23. 

Mr. Jarrett spoke on the ability of a 
man with average talents to attain an 
above average success. The secret of 
success, he stated, is hard work, without 
which even the most brilliant men will 
fail. 


Underwriting Participations Increase 


Underwriting participations in issues 
registered under the Securities Act of 
1933 and offered for sale during the 
three months ending June 30, 1941, were 
approximately a third greater than for 
the same period in 1940, according to an 
S.E.C. release. For the period this year, 
participations amounted to $420,026,000 
covering 41 issues, as compared to $285,- 
464,000 covering 37 issues in the same 
quarter for 1940. 


No More Cheap Wars 


Speaking before the Edison Electric 
Institute convention June 4, Mr. William 
L. Batt, deputy director of production, 
OPM, stressed the necessity of abandon- 
ing the “business as usual” attitude in 
this country, emphasizing the need for 
subcontracting, and for a realization of 
the gravity of the defense situation by 
the American people. 

“England’s handling of the war situa- 
tion at the outset had all the earmarks 
of a desire to run a cheap war. England 
said right along that she could to a sub- 
stantial degree maintain business as 
usual,” declared Mr. Batt. To indicate 
that it will not be a cheap war for the 
United States he quoted the United States 
Army Chief of Staff as saying that it 
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would cost us 100 billion dollars to match 
the German army with one of equal 
strength. A year and one half ago, said 
Mr. Batt, Hitler was producing airplanes 
at the rate of approximately 2,000 a 
month. 

“One 50 caliber machine gun, if you 
could fire it steadily for an hour (which 
you cannot because the barrel gets too 
hot) would consume $5,000 worth of 
ammunition—just one machine gun!”, 
declared Mr. Batts. “One 3-inch anti-air- 
craft battery of four barrels, firing—again 
hypothetically—for one hour, would burn 
up $130,000 worth of ammunition.” 


Simplified Form Announced for Reporting 
of Stabilizing Activities 


Adoption of new simplified form to be 
used for reporting transactions effected 
by persons engaged in price pegging, fix- 
ing, or stabilizing, was announced by the 
Securities and Exchange Commission late 
in July. 

The new form will simplify the report- 
ing procedure in that only one form need 
be filed on and after September 10, 1941, 
as compared with the three forms pre- 
viously demanded. 

The new form is said to be “self-prov- 
ing,” and was circulated to representa- 
tive underwriters for suggestion and com- 
ment prior to its adoption. Printed copies 
of the new form, X-17 A-1, are available 
at the Publications Unit of the Commis- 
sion, Washington, D. C., or at any of 
the Commission’s regional offices. Du- 
plicated copies of the form, for informa- 
tional purposes only, may be obtained 
from the same sources. 


Average Customer Gains by Increased 
Production of Light and Power 


According to a survey chart published 
by the Edison Electric Institute Bulletin 
fo. July, total generation for the electric 
light and power industry in this country 
for the month of April, 1941, represented 
an increase of 15 per cent. over that for 
April, 1940. 

Fuel burning plants showed a net gen- 
eration increase this April of 21 per cent., 
while water power plants showed an in- 
crease of a little more than 6 per cent. 

An interesting sidelight on this in- 
creased production, presumably for de- 
fense work, is that, according to the 
chart of residential or domestic service, 
the average customer, during the twelve 
months ending April 30, used 5.5 per 
cent. more kilowatt hours than in the 
preceding twelve months, yet his annual 
bill was only 1.7 per cent. higher than it 
had been for the year ending April 30, 
1940. Concurrently, the industry as a 
whole received 3.6 per cent. less revenue 
per kilowatt hour during the year ending 
this April than during the previous year. 


Reviews 
(Continued from page 367) 


with wishful thinking dominating expected 
revenue and bad guesswork featuring ex- 
pected expenditures. The inertia of a great 
number of financial officers and the igno- 
rance of politicians—or their deliberate mal- 
feasances—play an almost equal part in 
poor municipal financing, he adds. 

But, says Mr. Reed, “If the finance offi- 
cers do not themselves know much about 
budgets, or if they lack the courage to tell 
the political leaders things they do not 
want to hear, there cannot be much hope 
for improvement.” 

There is much in this pamphlet from 
which the controller of a private concern 
may benefit, including Mr. Reed’s defini- 
tion of what a good budget system should 
be. Copies may be had from the publisher 
at a small price. 

Reviewed by J. L. HAUER. 


“MUNICIPAL ACCOUNTING STATE- 
MENTS,” by the National Committee on 
Municipal Accounting. National Committee 
on Municipal Accounting, 1313 East 60th 
Street, Chicago, Ill. 206 pp. $2.00. 

As stated in the preface, the purpose of 
this work is to discuss and illustrate the 
principles underlying the preparation of 
municipal accounting statements and to 
show how the statements are integrated to 
form a report. 

The book deals primarily with the mu- 
nicipal finance officer’s annual report, al- 
though the statements may be used in an 
annual audit report. They may also be ap- 
plied with slight modifications to a shorter 
period than a fiscal year. 

Part I, occupying only a few pages, is 
concerned with explanations and definitions. 
Then Part II follows with 99 pages, al- 
most one-half the book, devoted to the 
Report. This consists entirely of illustra- 
tive statements accompanied by comments 
in explanation and support of the points 
brought out. Part III is a Discussion of 
Each Fund and Its Statements, followed by 
Part IV, Municipal Accounting Terminol- 
ogy, and finally an Appendix and Index. 

This work will be chiefly of interest to 
municipal accounting, auditing and finance 
officers and their staffs and to public ac- 
countants employed in municipal audit 
engagements, rather than to controllers in 
commercial fields. It is a constructive ad- 
dition to municipal accounting literature 
and worth reading by those either engaged 
or interested in that branch of the subject. 

Reviewed by RANDOLPH LANE. 


Civil Service Examination 


Examination for accounting positions 
in the United States Civil Service has been 
announced by the Commission. Pay 
ranges from $5,600 per year for the post 
of Chief Accountant and $4,600 per year 
for Head Accountant to $2,600 per year 
for assistant accountants, The examination, 
which is of the “unassembled” type—re- 
quiring no written test, applicants being 
judged upon education and experience— 
closes to applicants on September 18. 
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INSTITUTE ACTIVITIES 








NEW MEMBERS ELECTED 


At a meeting of the Executive Commit- 
tee of The Controllers Institute of America, 
held August 28, 1941, the applicants named 
below were elected to active membership in 
The Institute: 


WALTER F. ADRIAN 
Badger Paper Mills, Inc., Peshtigo, Wis- 
consin. 
ParK C. BoypD 
The Whitney Chain & Manufacturing 
Company, Hartford, Connecticut. 
ARTHUR BURSTON 
General Accident, Fire & Life Assurance 
Corporation, Philadelphia. 
JAMES A. BUTLER 
The Falk Corporation, Milwaukee. 
Morris B. CHESNEY 
Republic Aviation Corporation, Farming- 
dale, L. I., New York. 
HAiFAx C. CLARK 
The Philadelphia and Reading Coal and 
Iron Company, Philadelphia. 
O. H. CRrIsLER 
Culbransen Company, Chicago. 
NIcHOLAS P. DUSSINGER 
General Baking Company, New York 
City. 
GEORGE M. EBERT 
Curtiss Wright Corporation, Robertson, 
Missouri. 
C. Lewis EMERY, Jr. 
Free Sewing Machine Company, Rock- 
ford, Illinois. 
Louis FEYK 
Hanan & Son, Inc., New York City. 
EDWARD H. FRIES 
Keokuk Electro-Metals Company, Keokuk, 
Iowa. 
WALTER B. GEROULD 
A. G. Spalding & Bros., Inc., Chicopee, 
Massachusetts. 
RICHARD J. HANWELL 
The Mennen Company, Bloomfield, New 


Jersey. 
HENRY W. HERZOG 
The George Washington University, 


Washington, D. C. 

WARREN B. HEws 
Madigan-Hyland, Long Island City, New 
York. 

JoHN M. Ivory 
Waterbury Clock Company, Waterbury, 
Connecticut. 

NorMAN W. Kurz 
Wright Aeronautical Corporation, Cin- 
cinnati Plant, Cincinnati. 

W. A. LEARY 
United States Plywood Corporation, New 
York City. 

Howarp E. LOHMANN 
Ayrshire Patoka Collieries Corporation, 
Indianapolis. 

S. G. Loy 
Humble Pipe Line Company, Houston, 
Texas. 


RAYMOND MARQUARDT 
Jamaica Water Supply Company, Ja- 
maica, L. I., New York. 

Lee T. MELLY 
Ward Baking Company, New York City. 


PAUL NORAGER 
LaPlant-Choate Manufacturing Company, 
Cedar Rapids, Iowa. 


L. J. OLSON 
J. Neils Lumber Company, Libby, Mon- 
tana. 

EARL F. QuINCy 
A. D. Juilliard & Company Incorpo- 
rated—Atlantic Mills Division, Provi- 
dence, Rhode Island. 


THoMAS A. SAPPINGTON 
The Midvale Company, Nicetown, Phila- 
delphia. 


W. D. VIRTUE 


WILLIAM R. WILSON 

Philco Corporation, Philadelphia. 
JAMES E, Woop 

Stephano Brothers, Philadelphia. 


DAYTON CONTROL 


Regular monthly meeting of the board of 
directors of the Dayton Control was held Au- 
gust 12 in the Van Cleve Hotel. Present 
were President W. H. Kerman, Vice-Pres- 
ident E. W. Weston, Secretary E. F. Camp- 
bell, and Directors R. H. B. Adams, G. R. 
Palmer, and Warren Webster. Another 
meeting of members of the Board of Direc- 
tors was called for August 19. 


NEW ENGLAND CONTROL 


The regular August meeting of the Board 
of Directors of the New England Control 
was held August 5 in the home of Mr. Henry 
C. Perry, former National President, in 
Gardner, Massachusetts. 


A number of the officers and directors of 


Public Service Company of Colorado, 
the Control were guests of Mr. Perry during 


Denver, Colorado. 


Institute's Twenty-Third Control 
Formed at Houston, Texas, 
in Atmosphere of Enthusiasm 


The twenty-third Control of The Controllers Institute of America came into ex- 
istence July 31 at the Houston Club, Houston, Texas, in an organization meeting 
of Houston members. Mr. Gay Carroll was elected President of the Houston Con- 
trol; Mr. N. V. Truly, Vice-President; Mr. John Broderick, Vice-President, and 
Mr. H. W. Brown, Secretary and Treasurer. Mr. Brown reports that there was “a 
world of enthusiasm for the future of this Control.” 

Mr. Gay Carroll, acting as temporary Chairman, appointed a Nominating 
Committee composed of Mr. N. V. Truly, Mr. John Broderick, Mr. C. B. Edwards, 
and Mr. Frank D. Jones. After due deliberation, this Committee nominated of- 
ficers who were unanimously elected. 

Nominated and elected as Directors were: Mr. William A. Baker, Mr. William 
E. Parry, Mr. C. B. Edwards, Mr. S. K. Waters, Mr. Frank D. Jones, Mr. David 
W. Thompson, and Mr. W. D. Winston, Jr. 

A charter authorized by the Executive Committee of The Controllers Institute 
of America in a meeting held July 21, following receipt of a petition from the 
required number of members in the Houston territory, was laid before the meeting 
and accepted by the membership. 

President Carroll then appointed Mr. Waters and Mr. Thompson as an Audit- 
ing Committee, and the Messrs. Truly, Edwards, and Jones as an Admissions Com- 
mittee. Mr. Carroll stated that he would prefer to give further thought as to who 
should serve on a Program Committee and would make these appointments at a 
later date. 

The newly-elected officers spoke briefly and cogently on the prospects for the 
new Control, and a good deal of time was spent by members becoming acquainted 
with one another. 

Members of this newest Control are: Messrs. Truly, Broderick, Edwards, Car- 
roll, Brown, Waters, Jones, Thompson, Winston, S. G. Loy, Baker, Parry, J. K. 
Vaughan, and L. H. Attwell, Jr. 


370 





rd 
ol 
ry 
in 


of 


the afternoon on a_personally-conducted 
tour of the Heywood-Wakefield plant. A 
dinner cooked out of doors was served to 
Mr. Perry’s New England guests and visit- 
ing representatives of the New York Con- 
trol in the Perrys’ spacious yard. 


SAN FRANCISCO CONTROL 


Members of the San Francisco Control 
of The Controllers Institute of America will 
conduct a joint meeting with the Account- 
ing Committee of the American Petroleum 
Institute during the period that the latter 
organization is holding its annual sessions 
in San Francisco, early in November. 

There will be a joint luncheon at the 
Sir Francis Drake Hotel on November 4 
which will be addressed by Professor J. 
Hugh Jackson, Dean of the Graduate 
School of Business, Stanford University. 
His subject will be ‘““Top Management, Or- 
ganization and Control.’’ Many controllers 
of oil companies, who are members of The 
Controllers Institute of America, are also 
members of the Accounting Committee of 
the American Petroleum Institute. Quite 
a delegation of these controllers will go 
to the West Coast from eastern cities to 
attend these meetings. 


PERSONAL NOTES 


Succeeding Mr. George J. Brett, who 
has moved to New York to assume the 
position of controller of Niagara Hud- 
son Power Corporation, Mr. Arthur W. 
Jackson, assistant treasurer of Buffalo 
Niagara and Eastern Power Corporation, 
has been elected treasurer of that cor- 
poration. Mr. Laurence W. Buchanan, 
assistant treasurer of Buffalo Niagara 
Electric, is to replace Mr. Jackson as as- 
sistant treasurer of Buffalo Niagara and 
Eastern Power Corporation. Harold R. 
Waldron, vice-president of Buffalo Ni- 
agara Electric Corporation, has _ been 
elected vice-president of Buffalo Niagara 
and Eastern Power Corporation. 


Mr. Francis Burns was elected presi- 
dent, treasurer, and chairman of the Board 
of the Gray Envelope Manufacturing Com- 
pany, Inc. at a meeting of the Board of 
Directors of that company held June 10. 
Mr. Burns formerly was treasurer of the 
company and has been a member of The 
Controllers Institute of America since 
March 31, 1937, having membership certi- 
ficate number 893. 
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EMPLOYMENT 


Experienced Certified Public Accountant 


C. P. A. seeks executive position with 
growing industrial concern preferably in St. 
Louis as controller or assistant to financial 
executive. Has wide experience in account- 
ing, financial matters, costs, systems, income 
taxes, reports, and financial statements. 
Married. College graduate. Age 39. Write 
Box 358 ‘The Controller.” 


Controller 

This man has had ten years in a proc- 
essing industry. Qualified to set up and 
supervise the operation of an accounting 
department organization and _ procedure 
which will cooperate with and assist in the 
operation of other departments of the 
business. Experienced in cost and budget 
work, varied and extensive tax activities, 
capital asset control, and the like. Age 
34, excellent educational and family back- 
ground. Address No. 369, ‘“The Controller.” 


Statistical and Tabulating Department 


Young man, twenty-nine years old, grad- 
uate School of Business Administration 
Columbia University, with majors in ac- 
counting and statistics, is available at short 
notice. He has had eight years experience 
in chain store work during the last two 
years of which he has headed the statistical 
section and has used the International 
Business Machines Corporation tabulating 
card methods. He is still employed but 


371 


wishes to make a change. Moderate salary, 
address No. 373 “The Controller.” 


Tax Accountant and Consultant 


A member of The Controllers Institute 
of America desires to change his position 
because of reorganization. Eighteen years 
with present employer; twenty-seven years 
total business experience. He is an experi- 
enced controller having a diversified busi- 
ness career. He is especially qualified to 
handle the intricate tax problems, local, 
state and national, which are such a major 
expense of any business. Organized and 
conducted the Tax Departments for large 
public utility management and supervision 
companies ; supervised the preparation of all 
tax returns and cases, and reached satisfac- 
tory settlements thereof with governmental 
bodies. Installed and managed systems of 
accounting in many organizations situated 
throughout the United States. Former 
member of a large public accounting staff. 
This man has executive qualifications to 
assume full charge or be an assistant con- 
troller of a large corporation thereby re- 
lieving a busy executive of some of his 
manifold duties. Address No. 357, “The 
Controller.” 
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Mr. C. J. Kushell, Jr., of the Hurley 
Machine Division, Electric Household Util- 
ities Corporation, Chicago, Illinois, has ac- 
cepted the post of assistant to the control- 
ler with the American Bridge Company, 
Frick Building, Pittsburgh, effective Au- 
gust 18. Mr. Kushell’s certificate number 
is 1739. 


Mr. Arthur T. Roberts was elected as a 
member of the Board of Directors of the 
Commercial National Bank and Trust Com- 
pany of New York on August 21. Mr. 
Roberts is a member of the Controllers In- 
stitute of America, and is Director, Treas- 
urer, and Controller of the Socony-Vacuum 
Oil Company, Inc. 
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Deferring Extra Compensation 
Payments to Salesmen 

The following letter, written by Mr. 
Littlefield after having read the article 
on “How May Extra Compensation 
Payments to Salesmen Be Deferred?”, 
offers some unusually helpful informa- 
tion on the subject. 


Mr. Arthur Tucker, Managing Director 
CONTROLLERS INSTITUTE OF 

AMERICA: 

I was interested in the article on 
how extra compensation payments may 
be deferred. When this problem was 
an important issue in this company be- 
cause of its seasonal nature we devel- 
oped a moving annual trend basis for 
handling extra compensation. In this 
way extra earnings which were high 
during the summer months were 
evened out over the year. It seems to 
me that the same method could be used 
in connection with those industries 
whose periods of high compensation 
and low compensation cover fairly 
regular or well-known intervals. By 
using the moving trend basis with pe- 


riods long enough to cover the high 
and low spots, compensation can be 
regulated in a manner which is satis- 
factory both to the employee and the 
company. 

This method does have certain con- 
ditions which have to be taken into 
account. There is a lag in payments 
during periods of increased earnings, 
and of course payments continue dur- 
ing periods of decreased earnings. In 
addition, when an employee leaves the 
company or is discharged, a settlement 
of some kind would have to be made. 

It seems to me that this suggestion 
comes nearer to a solution of the prob- 
lem presented in the article than any 
other that I have seen. 

P. H. LITTLEFIELD 
Canada Dry Ginger Ale, Inc. 


STEPHEN B. ANDREWS 
Stephen B. Andrews, controller of Goulds 
Pumps, Inc., Seneca Falls, New York, died 
July 19 in Clifton Springs Sanatorium, fol- 
lowing an operation performed that morn- 
ing. He was fifty-one years old. 
Mr. Andrews, a native of Waterloo, had 
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been controller of Goulds Pumps for sev- 
eral years, having previously been head of 
the cost department of that concern for 
many years. 

He was number 282 as a member of The 
Controllers Institute of America, having 
been elected to membership on February 14, 
1934, Interested in civic affairs, he served 
for several years as a member of the Seneca 
Falls Village Board of Trustees. He also 
was active in the work of the Memorial 
Congregational Church, serving as chairman 
of the board of trustees and as Sunday 
School Superintendent for several years. A 
prominent Mason, he was master of Poca- 
hontas Lodge, 211, F. & A. M., in 1925, 
and high priest of Salem Town Chapter, 
173, Royal Arch Masons, in 1931, and had 
served as treasurer of the chapter. He also 
was a member of Delphian Lodge of Odd 
Fellows of Waterloo, of Seneca Falls Lodge 
of Elks and of the Seneca Falls Country 
Club. 

The business men and retail merchants 
of Seneca Falls paid final tribute to Mr. 
Andrews on the afternoon, of July 22, by 
closing their places of business during the 
funeral services. 


SOLFEST TOMASSON 


Following several years of poor 
health, Solfest Tomasson died Friday, 
August 15, in the South Nassau Com- 
munity Hospital, Rockville Centre, 
Long Island. He was 59 years of age. 

Mr. Tomasson had been comptroller 
of the United States Lines and of its 
parent company, the International 
Mercantile Marine Company, since 
March 26, 1935, when he was elected 
by the board of directors to succeed 
the retiring comptroller, George M. 
Cook. 

Mr. Tomasson was number 743 as 
a member of The Controllers Institute 
of America, having been elected to 
membership on August 31, 1936. Mr. 
Tomasson was born in Bergen, Nor- 
way, on June 9, 1882, and came to the 
United States in 1905. Having be- 
come a United States citizen, he joined 
the International Mercantile Marine 
Company in 1906, serving in the sup- 
ply and passenger departments. He 
was transferred to the draft and money 
order department in 1908, to the ac- 
counting department in 1916, and was, 
in 1922, appointed assistant comp- 
troller. He had lived in Rockville 
Centre for the past ten years, at 55 
Shelbank Place. 
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LESS THAN 





1300 Hours Left 





in 1941... 


DON’T WASTE A MINUTE! 


Time ebbs away.. 


. Every clock-tick brings 


us closer to the end of 1941... The average 


business 


office has less than 1300 normal 


working hours left! The only way America 


can Get 


more time is to Save it, Let’s make 


Time-Saving a National Obligation. 


F you have a Time Problem in your 

Accounting Department Underwood 

Elliott Fisher’s staff of machine account- 
ing specialists is at your service. 

If the pace of today’s business is 
threatening to outstrip yesterday's ac- 
counting methods if accounting 
problems tend to disrupt vital produc- 
tion schedules and develop into office 
bottlenecks, make use of the experience 
and counsel of Underwood Elliott 


No matter what your problem may 
be put it up to Underwood Elliott Fisher 
by telephoning our nearest Branch today. 

Underwood Elliott Fisher produces 
three complete lines of accounting ma- 
chines with a wide variety of models in 
each and, in addition, maintains this 
great nation-wide staff of specialists to 
help you put the right machine in the 
right place. Why not telephone today ? 
UNDERWOOD ELLIOTT FISHER COMPANY 





One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 


Underwood 
Elliott Fisher 
Sundstrand 


ACCOUNTING MACHINES 


Fisher's great staff of machine account- 
ing specialists. 

Perhaps your problem involves ac- 
counts receivable or payable. It may con- 
cern stock control, billing, order writing 
or pay rolls with all the records that 
must be maintained to meet Federal 
and State requirements. 
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SUNDSTRAND 

CLASS A ACCOUNTING MACHINE 
One of three complete lines of accounting machines 
produced in a wide variety of models by Underwood 
Ell; tt Fisher. It offe rs an extremely flexible and 
effective form of machine accounting at an ex- 
fre mely low cost. Feature for feature, no other 
F for so little. 


MACE 


accounting machine offers so 











WORLD CHAMPION 


Shatters previous typing records on an 


IBM ELECTROMATIC Typewriter 


Operating an IBM Electromatic Typewriter, Miss Margaret Hamma established a new professional world’s record 
of 149 net (5-letter) words per minute for one hour. yy The first half-hour of this performance won for her 
the amateur championship. x These records were made in competition with 8 other professional contestants 
and 44 other amateur contestants from various parts of the United States and Canada. yy The competition 
was held under the auspices of the International Commercial Schools Contest in Chicago, on June 1g and 


20, 1941. yy For further information, address our general offices, 5g0 Madison Avenue, New York City. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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